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Bogota CROMOS in Spanish & Feb 80 pp iée-lt 


interview with Francisco Mosquera, secTetat met 
imirez, Socialist Revolutionary Party leader; Enriqu: iideron, 
MOLR leader, and Alvaro Vasquez, secretary o! th entral mnittee of 
the Communist Party, by Heriberto Fiorillo; date and pla en | 
xt At the end of last year, the nation's publi [ mean the 
mnon opinion of the people) had the impression that lombia’s left woud 
participate in a single bloc in the midseason e.ectio: une ne pecting 


suncilmen and deputies in every city and region of tiv t% 


irmes, a movement that emerged .1 19/78, had ist called on every indepen 
lent political sector and every political sector in op) ition to the gov 
ernment to seek a broad agreement that would enabie them t rorm in pra 
tice what was already beginning to be called optin tl Democrat is 
tront. But 2 months after meetings started, in November t be exact, tne 


UP (United People's Front], a coalition headed by the MOI Gcependcen' 
Workers Revolutionary Movement), withdrew from t! liscussion table. This 
was also to be done by the PSR ((Socialist Revolut ry Party), coordinated 
by corro Ramirez and Ricardo Sanchez), 3 } cater, just p a joint 
leciaration was about to be signed If we add this the fact that both 

N National Opposition Union], basically the mmunist Party, and Firmes 
ended by putting out different election slates ome piaces -- Bogota, 
for example -- a conclusion to be drawn at first sjht would be that it 
was not possibie at this time either *t ’ eve { prt rter union 
the it ft and that the lea t ri 

: tention stage 

tT ' trut sl] thi HOw the ribe themselves and 
~ “ na x wit iraw “ t ‘ e tne . ‘© 
wnat rea ; t ate basicaii tine eft w ae 

L rim and tine mmunist Party expiain their preparatior f eparate 

lates We want the principals in this situation themsel ve to answer 
these questions Francisco Mosquera, secretary general] f MOIR; Alvar 


isquez, secretar' f the entral mmittee : tne mmunist Party; 
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ig a front strugalina fo} t 


Alvaro Vasquez (Communist Party) [It repre 


View of Maoism. It i8 aA sector of Lom 

in accordance with the international oncept I is) Ly, ' 
is MOIR and something else called People's Democracy r difference with 
them are not because of their Maoism, but ra er be f their atan 


with regard to national problems. iney AT? Ter. ee : ; ‘ tyV, 
They left the Democratic Front. ney | iaht Viti MO] ming 


loser and closer to those other groups, like th M ¥ 
nknown; probably Liberation Movement), openly p: iti u OI nited 
States, that do not hesitate to say that what ist tre 
soviets, as they call us, and they harass the farm vement ithe 
it puts itself further apart from Peking or t f f 
servience to the Chinese and to the America , u 


people will have to abandon MOIR, because n t in be 
revolutionary and pro-American at the sa t 


®. Santos oi it is an attempt ¢t rorm a : | 
lined groups, in which the MOIR predominat: is a ther sma 


and very small unimportant groups. 


Suestion |] Wha is UN 





A. Vasquez: [t 1S a democratic associatior mize a policy oO} 
pposition to Colombia's present political profoundly re 
actionary, antidemocratic and against t redress f 
relatively limited demands. While the mu! for a re 
rolution, for a democratic, popular cha im, UNO raises 
primarily the need for achieving redre iti jriev- 
ances. iherefore, it attempts to bring toget pula ‘ctors of ur- 
ban districts, enterprises, universities, rura t people, in ym- 
mandcs or ommittees identified i: neir truaa igdainst the system and 
the government. We believe that a democ: rmat » & Solution 
t the national risis in the direct f nit ind treedoms of the 
masses f the people will enable the worke: nit r their interests. 
; sry t , : :} ti , ‘ ‘ , | ‘ the 
illiance made by vari eftist ’ Tut ist Party and 
MOIR, when the joined an allia , r t t iround the 
presidential] andidacy f Hernand h t that ¢t e, the 
left achieveaditsS highest perce Tei f t t atts ted 
ibera ind ANAI sector Wnen MO! : t t rr . lost 
mu f ts meaning as a ulition and now it ’ fact i 1 the emo- 
rati Front, which represents a much broader poss. ' i m- 
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accepted the invitation to @it at t 
three minimum requirements: revolutionary p 
rules and nonalinement. The progras, 
for the essential economic and political 
Lasses, starting with liberation from the 
States and complete sel f-determination 
rules, because the various parties 1: 
rights and duties. And nonalinement, 
in the oroit of any foreign power. As is 
ment is exclusionary. On the contrary, 
and consolidating cooperation of the groups a! 
the principal enemies: imperialism and its lomb i 
middle class and the large landowners, whose politi 
sarnate in the governing liberal-conservative coa 
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ther the Communist Party nor Firmes agreed to these it and reasonable 
demands, because neither one wanted to take or: mitments that would pre- 
vent them from playing some very heterogeneous t irds in the fu 
ture. 

(Question) Why is PSR withdrawing: 
E. Santos C.: The Socialist Revolutionary Party ept that 
revolutionary changes can be made only with worker fronts. hey wanted 
Slates with worker candidates exclusively. They wer e talks ori- 
ginally, but when they realized that we did not have it kind of very 
restrictive policy, they withdrew. They are committed ¢ ins already 
Geveloped outside the country and when they depart f: hem, chances are 
that their international approval is taken fron With them, it is 
a matter of their Trotskyist concepts. 
F. Mosquera: The PSR withdrew alleging that it othe ist minute, a pro- 
ject with which they did not agree had been adc the program. They 
jid not share and do not share any idea of nlition with the liberal 
sectors. They demanded an exclusively worker front. We believe that, 

4s a worker, it is possible to come to an understanding with intellec- 
tual and lower middle class sectors at a given time, to solve a situation 
like the one being experienced at present by the left in this country, re- 
pressed, beaten, persecuted, with courts-martial and those things, in 
which the most immediate objective is t: i jer the possibility 

f organiZing as a movement of the people and t hange. 

Ramirez We raised two essential points i: meetings. That the 

front should be without any ambiguity a class front that would make the 
nit if workers, poor rural workers and ty rker possible, so that 

t would express itself lependentiy of any part r middle class figure, 
whether liberal, conservative or member of ANAP.O. Moreover, and as a 
second criterion, that the front should make a declaration of combat 
iGainst the Security Statutes, the state of siege, ircity, and for the 
econd nationwide civil work-stoppage and freedom of political prisoners. 
A kind of declaration, I repeat, like the one mad tinally by Firmes, 
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week, we are setting up Single slates in Atlantice, Magualena, Narino and 


Quindio. Now, we have differ nt slates in Cesar, » 1 Farmes sector, 
headed by a gentleman named Ariza, tried to break away an sot up its own 
slate. We drew up another slate with another sector of Firmes there. rhe 
same thing in Santander and, finally, in El Valle, where the Firmes pe 

ple abandoned joint meetings. The differences were sused by regional, 
local and personal problems. Political movement: nsist of human beings. 
There was no agreement on a single slate in Bogota and Cundinamarca. We 
demanded real :: \resentation of what the front was. In the last period 

of elections, he UNO, obtained 22,500 votes. This meant, at any rate, 
that we were sure of one councilman. We thought that this had to taken 


into account. Thus we aimed at having the principal first-line candidate 
be a Firmes comrade and the alternate one of ours. They believed that the 
whole first line was theirs. In addition, we beiieved that, if the Firmes 
names on the slate were not prominent persons who would contribute new 
aspects to the debate, certainly like Santos Calderon, Gerardo Molina or 
Luis Carlos Perez, then it was not worth the effort. 4 slate with the 


Same individuals as alw. as not worth the effort. [t was a problem 

of conception of slates. is possible that each one of us with a dif- 

ferent slate will win our ncilmen and wi)l work on the council with a 

Criterion of unity. A fer “* 6% », we siaqned a declaration in which we 

all reaffirmed the unified ~m..-y of action and our adherence to the same 
principles. We agreed that where there are no Single slates, there will 

be two, but none will use the name of Democratic Front. At any rate, we 


shall continue to work together. 


S. Ramirez: In the PSR, we believe that the break between the Communist 
Party and Firmes with regard to slates is of a bureaucratic and election- 
eering nature. Unfortunately, they did not break with liberais, conser- 
vatives and ANAPO members, bu’ rather between themselves, when they are 
the ones who should be united for these elections. Purely a problem of 
seats. 





[Question] With MOIR out of the Democratic Front, is Firmes frustrated 
in its attemot to unify the left? 


E. Santos C.: No. The initiative of the Democratic Front is long term. 
In this election campaign, we have formed a union of four groups: the 
CP, Firmes, MIL [Independent Liberal Movement) and ANAPO. We made our 


call for unity also to the broadest sectors of the opposition liberal 
and conservative groups, and the Trotskyists, because we had to be con- 
Sistent with the unity proposal. Then, the old quarrels and differences 
of the traditional left, against which we have fought so hard, came to 
the surface. Our left lacks maturity, political realism, an overcoming 
of antagonisms stemming from international loyalties and alliances in 
the past. We hope that MOIR will come to reason and join the Democratic 
Front sooner or later. We believe that a coalition with independent, so- 
Cial sectors of the people that are emerging in many cities, in addition 
to independent and progressive liberals, is of a priority nature. We 
believe that the Front will take holdafter the midseason elections. Now, 
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Havena JUVENTUD REBELDE in Spanteh | ' 

lArticle by Lute Hernandes Serra: 

Text] “Our current use of the potential oT marcans ia ertainiy limited, 
and we must etrive, as Che said, *o mak mar juet if the byproducts 


of the valuable wealth we can extract from this plant, 


This was stated by Tirso W, Saenz, first lce-president t the Cuban 

Academy of Sciences, when he opened the Fourth Scientifi and Teehntcal 
nmference of the Cuban Sugar Research Inetitute (I “A Tt will meet 
mtii Friday in the Jose Antonto F.heverria Worker ial lub in thie 


apital city, 





Si> hundred people participated tne act ity, ing about i* ré 
searchers and more than 600 workers from the Pablo Noriega plant, an ex- 
perimental unit of the above-mentioned |! ti f the Mintetr sf the 
Sugar industry. Seventy technical papere we read in the ttleide of agri 
cultural industry, processing, equipment, automation, gar chemietry, 
pollution, inetrumental analysis, rrosion, fr jing and thermal energy. 
Sugercene, seid Tirso W. Saenz, ‘must be more than sugar, bagasse and 
rum for ue: it must be 4 strong pillar for at ppiy, | 
ensuring subdstential supplies of feed : toc 

pointed out that sugarcane muet als the ds lopment of 4 nation 
al hemical industry, based on Liwl , We in turn pro- 

the asi tor 4 termentati f a f a wide 

range of product: 
He explained that in order to achieve this ; tire agricultural 
and industrial technology revolving around ea ' ndergc tremen- 
dous qualitative transformations, both { the » and thetr srocedures. 
Among the most important results f expel enta my ' ‘ introduced by 
the ICINAZ the last few years @re nt \out vetalligation of "C" mas- 


secuites, the deve lopment of blades for the : ing a: harveated 
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\IATEMALAN 'WETBRACKS' PROBLEM 


Mexico City &L SOL DE MEX1OO in Spanieh 16 Feb 60 pp I-A, 12A 


‘article by epecial envoy Jose Valderrama: “Massive Invasion of Illegal 
temalans: Constant Traffic Across the River and the Mountains" | 


[Text] Ae auch as 40 pesos to children barely 12 yeare 
oid, 

Capital too “escaping” to our country, 

Guerrillas, other “frequent” visitors, 


Tapachula, Chis,, 16 Feb In its inoessant self-laceration, Guatemala is 


today goOing through the beginnings of an exodus and hunger is turning ites 
rural children into wetbacks, 


When they cross the wild mountaine of Soconusco to reach the coffee planta- 
tions, finding themselves discovered, these children leave the trails and 
scurry off like lizards to hide in the woods, Only when the “danger” ise 
past do they advance on the plantations where they will be given work, 

SL SOL DE MEXICO has seen these children hiding in the woods and some of 
them are certainly less than 1/ years old, 


veftly avoiding the rocks in their path, three of them, already “veterans,” 
lescended on the plantations, They had intended to keep going but finally 
paused, Martin Hernandez Miguel, 15 years old, his cousin, Juan Miguel, 
14, and Miguel Francisco Tomas, 17, They were practically dragging their 
feet from weariness, 


Martin, Juan and Miguel Francisco had reached Soconusco after 12 days of 
crossing high mountains in the region, starting from Huehuetenango, They 
had slept in the ~wuntains, suffering the rigors of the weather and sur- 
rounded by wild wimals, As they passed thoough the villages, they ate 
tortillas, sometines beans and drank water from the rivers, Four days 
before, they had crossed the border at the Mazapa de Madero border point 
at 0200 hours while the guards were sleeping, 











They told ue how in the paet © daye they had on three occasions been to 
the or Mv t a LA VAaAntation wiiele whey “ee, pare 4U povoe® cy day. Tie 
time, they were returning in the hope tat they would be paid 50, A fore 


tune ior the » AOP Weel? (am .ies Lf AaAtem~ALA When we coneider that chile 
iren are paid '" VAaAtemailan centavos (dased on the quetzal ), or 17 peace, 


wid on Occasion lé mm UWVatleta. an piantationa for working from 


These tha ive worked ae field hands from the earliest possible age, 
Ondy Marti the youngvet, sae gotten ae far ae the second year of elemen- 
tary «so! 


A tan was approaching, le Jietened to the tale told by the three little 
uatemalan wetbacks and noted that, if any plantation were to pay them 

90 pesos a day, at least 15 would be deducted for gpeale which in most 

oases Consiet of tortillas and beans, The three children silently advanced 
on the plantations, in thie region largely owned by families of German 
Origin, 


The perinning 


Mis velf-iaceration of Quatemala will be «a long and painful one and, for 
~ontho or years, for many Quatemalans this border will mean a hope of sur 
Viaving, 


imaigration Lepartment representative, attorney Isidro Iran Lagos, told 
thio reporter that the number of Guatemalans daily entering the country 
illegally to work on the coffee plantations could be estimated at 15, 
There is, however, every indication that hie figures are wrong, 


m seven plantations alone (Santa Rica, sduviges, Argovia, San Nicolas, 
la Violeta, Chinince and El Retiro), during the harvest season, or 
“Capeica,” beginning in Auguet, there are as many as 15,000 workers, most 
f them Quatemalans, Managers of these plantations admit that at that 

ime, doing the preharvest chores, there are between 4,000 and 5,000 work- 
ere, “and most of them am illegal," 

ver a streteh Okm long, these illegal workers constantly enter the coun- 
try, day and night, Most of them look for work in this area but a good 


nuaber of them have entered the Pederal District and remote parts of the 
country, some also finally winding up on American farns, 


The exodus includes Salvadorans and Hondurans who are fleeing misery or 
political crises in their countries, 


Jieguiced as *ouricte, entire families enter Mexico to take up seasonal 
residence or investigate the possibilities of living here permanently, 
They often bring with them their small capital, in cash or jewels, And 
the mumber of tamilies that risk coming into Mexico with fortunes of mile 
lions of dollars in cash, “rumming all the risks," is growing, as the 

















mayor of Tapachula, attorney Jorge Agueda Sanches disclosed, A bank offi- 
Cia. asked ue not to print this decause "that would the the same a@ warhe 
ing the Qatemaian authorities, " 


A hotelkeeper from thie city said that there are “odd business deais" here 
and did not exclude the possibility that aany Guatemalan farwers are try- 
ing to buy Mexican plantations with the proceeds of the auctioning off of 
their plantations in Guatemala, 


According to the Immigration Department representative, those in Tapachula 
who are looking for a way to settle in Mexico and invest their money, are 
inatructed to “be extremely civil, not to behave in a discourteous aanner," 
A well-to-do Guatemalan farmer rarely looks into the satter personally, 

He sends someone across the border who looks .nto what hae to be looked 
into, This is barely the beginning of what oan happen in the next few 
years, 


The Immigration Department subdelegation stationed at the southern border 
annually is@ues 17,000 entry permite for workere arriving in the coffee- 
growing region of the State of Chiapas, but it estimates that the number of 
illegal immigrants coming from Guatemala and other Central American co.nt- 
tries, whose final destination is the coffee plantations or other parts 

of Mexico, could exceed 100,000 in 1980, 


Working in four shifts, 150 immigration agents cannot patrol an extended 
mountainous border, nor the long Suchiate River where illegal immigrants 
can crows at night and in broad daylight, If the Guatemalan authorities 
isvue thousands of permite to cross into Mexico for 72 hours, in many cases 
these passes are used as “passports” to get to anywhere in Mexico, 


Very week, three buses arrive at the border point of Talisman to drop off 
111 illegal iomigrante — ‘7 per tus — who have been arrested in different 
parte of the country, Hardly an operation symbolic of legality, Any one 
of these illegal immigrants can reenter Mexico anytime he chooses, 


Parther east, across mountains over 5,000 meters high, there are passes 
that are regularly used by the illegal immigrants, It is believed that 
this could be a pass used by guerrillas trying to save their necks when 
the army manages to locate and flush out the guerrilla training camps in 
Northern Guatemala, 


The words "] am fleeing and I need help" are not strange today to Imigra- 
tion vepartment agents, 


The Face of Tragedy 


In the mountains of Soconusco, Guatemalan wetbacks, short, tanned by the 
un, have the tragedy of the peasants of their country, victims of the 
big landowner system and persecution, etched on their faces in the form 











tandan awn | Limited and t Hpoae OMay in disconnected sene 
at Cwaragn reality, r examples They are more humane- 
ited on ti (Loa mtations, Th ave come to earn money to be 
to ta Clothe uid food back to their villages, or dishes and 
#4 ' " t t tre 
dil | o “the ay very little and 
_" mve | wid, work, 
mut t gree that th un wetgals, 46 Mexican pesos, and often 
it that, in Guatemala, ] : ), Gespite the fact that the minigun 
wage tin ugnit to be paid is 144,15 pesos, most of them get 95, They 


uid that they are paid 40 pesos a day for tortillas and beans on the 
Meva A, Omani pl ntation, 


niy tortill and bean und this was admitted by one of the cooks from 


: ’ 

the Araovia plantation, whose own r, Jorge eseman, appeared on the scene 

ith a gesture of opposition and with the sole intention of driving the 
JOL DL M ALCO reporters away, asking them — but not before praising 
xican beer — to pretend that they had not been there, to speak “neither 


‘ ‘ . 
4 ADAOVia, 


After tramping through the mountains or after a day's hard work from 06350 
to 1400 hours, it is a relief for the Guatemalan wetbacks to get under the 


nade tf “the LOCK pit 


There is a cockpit on all the coffee plantations, rustic and stiflingly 
ot The cockpit ico a large room divided into cubicles, JSach cubicle 
ntains 1¢ wooden bunks, The wetbacks come in, all sweaty, sharpen 
their machetes for the next day's work ana lie down on planks to rest, 


heirs is a silent world of work and hope, becuase in Mexico they will 
‘arm scarcely a few peso ore, After recting, they have to go back to 
the coffee fields to lose themselves in the thickets with the whistling 
aid buzzing of thousands of insects, to clear the brush, fumigate, strip 
fr the leaves that have been devoured by caterpillars, all in preparation 
for the harvest, And tne need, the ambition must be great indeed to work 
extra shifts on a taskwork basis to, under the best of circumstances, 

maxe a iew more pesos, 


Tt wiatemalan field hands who ‘decide to enter Mexico legally come down 
from the mountains silently to the customs checkpoints and sit down to 
wait, Last Sunday we saw them in Union Juarez waiting for the Immigration 
epartment official for hours, There were barely six of them, They came 
it with proper permits, Others came walking, illegal immigrants with no 
apers, Still others were in the bar, spending their wages, 














No oO} them had " ust \ he i » ti ih : : Se nt ’ eer i we 


Molise: MOnSaAL eZ, He gaids 

"y ave come irom Retabolero, MATOMALA, » Pr worn, , DAY 

oA Zz “hour pertait ana I nope i eet M10 ti * ; Vane Tie yA weir 
tations, Do you think | can go ae far aa Mex t work? tnere 
work there?" 

"NO, here is none, Don't so, Mere am a lot POD. wit it work in 
Mexico City, Many have to go to the Unite ta te to work. Ullions,.." 
"Then I'll stay here, on the coffee plantation 

The man, about 15 years old, said that ad not eaten in 5 days, We 
offered him four tamales wrapped in banana leaves, nat d them and 
devoured them without concealing his hunger, 

Mexican small farmers also employ Watemaian wo tback jowndays, They sa) 
they pay them more or do not pay them for their meals, We ascertained 
that they usually pay them the same wage and, if t pay tor their meals, 
they only give them 6 pesos for tortillas and beans, On the plantations 
f Peru, #1 Portillo, Maravillas, &1 Calvo, Hamburgo, Genova, Irlanda, 


Santa Anita and many others, the price o! a meal varies, but it always con- 
sists of tortillas and beans, 


In a town on the stone-paved road that leads to the plantation zone, 50 km 
from Tapachula, a man said: “My name is Ricardo Lopez Aguilera, I have 
four children, I am a Mexican and have worked on the plantations for 25 
yearu, I earn 100 pesos a cay but these men (the wetbacks) are paid less 


because the, are not Mexicans, Yor years and yea: the owners have become 
tultimillionaires on the backs of the peasants, “an and Guatemalan, 
"ff there were no Cuatemalans in Chiapas, coffe ild never be grown or 


narvested, Here, the Mexicans do not work mich, So the Guatemalan has 
work, because he works hard, it is the same with Field hands 
ave to come from Oaxaca for the harvest TT cal ones are of no use, 
All the time, more people are arriving from Guatemala and are blending in 
with the local people, That's normal, of course, There, in their own 
country, they are perv ecuted and they «i tf hunger," 


c? 

c? 

- 

- 

~~ 
> 


Another man, who did not want to identify himself, said" "Here, the plan- 
tution owners were just like they are in Guatemala, but times have changed, 
Many years ago the following happened: There was a Guatemalan in the 
brush, on his knees trimming a coffee tree, The boss approached,him to 
see what he was doing and, as he saw that he was mistreating the tree with 


nis machete, because he didn't know how to do the job, the owner said to 


hims ‘Let's see, Lend me your machete,’ He took it and gave that fellow 
a blow with the machete on one foot and he was bleeding all over, Then 
he saids ‘That's just so you feel what the trees feel,’ Then he told 

he others to take him to be treated,” 











WOOK, when @ Lielid nand is 
K. mn no pai, eS ages are they taken to 
’ nies, whieh hav ro to treat Mexican or 


Aji? e a” wu ) t oe @eer: =15 ; vada { Wa between then, 
. woof w , wit, JAN me to work for barely a month, 
fed uniiles. we aw Wiel ousing the 


_ th niate River at outeofetheeway 
| | Ue n epartment checkpoints or 
mn ti tires u to ferry peopl ) the raver at 5 pesos a 


wits f&lan fam us are lodged in little thirderate hotels that 
nar bhie em 1 Gay untii taney can lind jobs or move to other parts 
, fleeing from terrorism, dictatorship and poverty in their 


Many men find work ag netruction workers, as is the case with several 

house: ing built in the tekirtes of Tapachula, Guatemalan children ap- 

pear sellirg various products in the markets, waatemalan women are ale 
mady a faniliar signt in the street ' this town, selling both clothes 


made i | Salvador and shawls made in other parts of Central America, 


Ihe bu t iru \ mn, nion nu rroegreso, whic provide links with 
the border, a point f converwence for wetbackxs and illegal immigrants, 


In addition to all this, a growing number of Guatemalans come to shop or 
1O nousgework to aaa their income, An old woman who was crossing the 

lida] | that she came to Mexico every afternoon to 
buy bread, because in Guatemala things are so dad that they do not bake, 


W779, 1,507 Llewal immigrants were arrested on this southern border, 
ay. ritical situation in Watemalia would make it impossible 
for th cican authorities to exercise any control, While today such 


ntrol hard xists, ! manitarian reasons, no one dares to predict 
Wo. it a ] LT 1 ° n i] niate ala hnould not find a solution 


t ts trem cial, political and economic problems, The farmers 
wid many segments of the Guatemalan middle class are left with no way 

ut in the midst of a tragedy that tends to deepen, caught between short- 
ages and terroriso, 


nm many coffee plantations — 90 percent of them are owned by Mexican 
mall farmers — yields have dropped to half of what they weres some 8 
yuintals per hectare, while the best still produce 20, 
In the mountain { Chiapas many roads need to be built, roads along which 
ui assumed growing production volume could be transported, one which would 
ipply the overseas trade port of Puerto Madero, an as yet uncompleted 
project whix< hac barely been begun, 

















The uwiteh to tractor cultivation ia beginning | 
increase production and jobd sources, Since uA : 
the north, to Mexico Vity and the 
ie already posi. problems that will soon 


a speedy solution to GQuatemala's problems, 


Uni ted 
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MEXICO 


JOBS A Ttiais BUT NOT QUALIFIED PEOPLE 
Mexico City ©L SOL Us MEXICO in Spanish 11 Peb 80 pp 1A, 10"A 
‘article by Maria Ester Unzurrunzaga! 


' Text Despite the fact that the high rate of unemployment existing in 
the country has become a priority item to be resolved, the "bottleneck" 
the lack of qualified people has developed into will give rise to a situe 
ation in which, of the 64.,000 workers required by the industrial sector 
this year, 187,600 jobs will not be able to be filled, 


A study on shortages of qualified, technical and professional labor con- 
ducted by the Nuevo Leon National Chamber of Processing Industries (CAINTRA) 
reveals that in 1960 only 452,400 people will be capable of obtaining jobs 
in the industrial sector and there will be a shortage of 187,600 workers 

for the 642,000 jobs generated [ by tre economy |}, 


The case of the specialized workers presents the most acute problem siice, 
although 445,900 will be needed, only 261,300 of them can expect to find 
jobs and, notwithstanding the high level of unemployment, there will be a 
shortage of 165,700 specialized workers this year, 


Needs for technicians will amount to 125,000, the supply to 105,500 and 
the shortage to 19,500, while of the 72,000 profescionals wanted only 
7,000 will be available, 


In connection with this, Nuevo Leon CAINTRA director J.rge Arrambide Garza 
is of the opinions "While many jobs for professionals and specialists are 
supersaturated, there is an urgent need among others which cannot be filled, 
to which in still other cases must be added the fact that candidates are 
inadequately prepared for the labor market," 


The business leader emphasized that at present "the Mexican industrial plant 
is beset with a serious bottleneck; the enormous lack of qualified per- 
sonnel," in the face of which efforts to generate new jots, which this year 
should amount to 900,000 in industry, trade and the services, are canceled 
out, 














The CAINTRA director pointed out that this difficulty could only be re- 
solved if we go to the roots of the problem “which are buried in the lack 
of coordination between the education and production sectors," 


And he noteds "The favorable picture which can be glimpsed thanks to 
Mexico's political, economic and social stability obliges manufacturers 

and the education sector to resolve any limiting situation b) investigating 
all factors involved and seeing to it that the truth and comaon sense pre- 
vail," 


11,466 
CSOs 4010 





MEXICO 


YENERAL AGREEMENT ON TARIFFS, TRADE DEBATE CONTINUES 


‘Official View' Given 
Mexico City EXCELSIOR in Spanish 15 Feb 80 p I-A, 21-A 
[Article by J. Jesus Rangel M.) 


[Text] There is a "trade struggle” within GATT in which a few 
countries have advantages, but it is a reasonable and stable framework 
within which to negotiate and seek respect for agreements. Outside 
GATT there is an “economic war'' in which the powerful countries are 
the only winners. 


If it joined the organization, Mexico would not dismantle its trade 
protection system nor indiscriminately open its borders. Trade has 
been liberalized during the 3 years of the current administration, 
and industries have not been closed down, nor has unemployment been 
created. There is no reason why the opposite would hapnen if we 
join GATT. 


This is the official stand that has been presented to the private 
sector at closed-door meetings in various cities to answer questions 
about the advantages and disadvantages that the country might 
encounter in the event that it joins the General Agreement. 


Emi.io Goycochea, the vice president of CONCANACO [Confederation of 
National Chambers of Commerce], asserted that neither the imports nor 
the exports of the agricultural and livestock sector would be impaired 
if Mexico joined GATT. 


He noted that there is no reason why massive unemployment would be 
prompted in this sphere and that if Mexico joins GATT, agricultural 
and livestock production would rise substantially because the capital 
goods for farm activities would be strengthened. 


This stand is not shared by the entire private sector, and some, 
such as CANACINTRA [National Association of the Processing ‘ndustry] 
fear a possible dismantling of the industrial protection system. 














In response to this concern, the official stand revealed at private 
meetings with the business sector in Nuevo Leon, Mexico State, 
Sinaloa anc Jalisco, is that people should not be worried, 


President Lopez-Portillo has stressed over the last 3 years that the 
country must reduce its industrial protectionism, and this is why 
the prior import permit is being replaced by tariffs. 


"The policy pursued to liberalize our trade has been prudent and 
cautious and has at no time caused the closing of industries or 
unemployment. Whether we are part of GATT or not, we will continue 
this policy without jeopardizing the protection that our industry 
needs." 


In its negotiations for membership in GATT, Mexico pledgedto eliminate 
only 300 of its 7,500 tariff items in its efforts to consolidate its 
tariff structure; this represents only 8 percent of imports in 1976 
and 10 percent in 1979. 


Moreover, under the negotiations that have been pursued, current 
tariffs are being cut for only a very few items that Mexico imports, 
with final consolidation in 8, 10 or 12 years. Thus, membership in 
GATT will not entail problems for domestic producers, the dismantling 
of industries or more unemployment. 


Diminishing industrial protectionism to a reasonable level, whether 
Mexico joins GATT or not, at no time means that we will open up our 
borders; rather, protectionism will be sensibly reduced. 


The government realizes that small and medium industry requires 
support to meet future challenges within or outside GATT and is 
therefore setting up suitable mechanisms to provide it. 


Such support includes subcontracting, special loans at preferential 
interest rates, consulting services, technical assistance and training 
for bott workers and businessmen in small and medium industry. "The 
secret to successfully meeting the challenge is proper organization 
and training." 


Moreover, both the industrial and government sectors realize that 
the rules of the game are broken within GATT and that the wealthy 
nations set traps to secure advantages for themselves. 


The official stand, he adds, is that within GATT there is a trade 
struggle that is ultimately waged in keeping with an order that makes 
possible negotiation and respect for international agreements. Outside 
GATT there is an economic war in which the rich countries are the 

only winners. 














National Severetenty Not Violated 


At no time will Mexico's membership in GATT violate our national 
sovereienty, becauee no country can interfere with the individual 
decisione of another etate, When international trade ia involved, 
each Malion logically seeeke to protect ite industries, and there 
ie @ suitebie and well-defined couree in GATT for negotiations and 
demands 


In addition, the Secretariat of Commerce announced that of the 1,329 
tariti meeeeione that Mexico would benefit from if it joined GATT, 
179 pertain to agricultural and livestock items, the rest involving 
manufactured and semimanufactured goode., 


According to the liet published today, Mexico would enjoy tariff 
reductions of up to 60 pereent over 8 yeare from the main industrialized 
The eecretariat indicated that it would continue its 


. 


untriese 


meultations with the people, ase begun last 5 November, to discuss 


everything related to memberehi;t » GATT, 

in talke bet en public officials end the private sector it was also 
atated that there is langer thet our petroleum will not be 
managed nh a ordGa e with national interests. Oil policy will be 


aubordinate t tte intereate of the Federal Government. 


Lf tt nmited States mtrole ite exports of grains and scrap iron 
aod Japan ite exporte of fertilizers, and they are members of GATT, 
then what is in Mexico's beet interests, public officials aek. 

The anewer join the organization. 


Moreover, which te better: to know that foreign trade issues that 
could affect the country are being discussed and to remain on the 
sidelines or to participate at the meetings and discuss and 
negotiate tor our wn benefit? The government's response is to 
participate actively 


When questioned whether it would be a good idea to join GATT, 

fmilio Goycochea said that Mexico would benefit from membership, 
especially in the agricultural ephere, “because we are a country that 
imports 4 major proportion of what we eat.” 


The only problem, he added, is for the negotiated tariff items to be 
handied well, “and we are confident that the government will not be 
swindled because it is interested in protecting, not harming us.” 


In comelusion, he eaid that if the value added tax has benefited the 
farm sector in ite purchases of capital goods, GATT would bolster 











thie process, in the case of agromindustry, ite growth will depend on 
boosting output, not on joining of remaining outeide GATT 


JLP: No Decision Yet 
Mexico City EL SOL DE MEXICO in Spanish 16 Feb 80 p lA, 10"A 
[Article by Arturo de Aquino] 


[Text] A decision will be made very soon on Mexico's membership in 
GATT, depending on what ia beet for the country and in accordance with 
ite priority interests and probleme, President Jose Lopez-Portillo 
told CANACINTRA industrialiete, calling on them to give assurances 
that in any case we can grow at rates of higher than seven percent. 


After Listening to the industrialiete’ request to delay membership in 
the international tariff organization, the chief executive reaffirmed 
that the decision would be the result of the nationwide consultation 
that is currently being undertaken, which is regarded ase the beast 

my to settle what he termed a “very delicate issue.” 


in inaugurating the 39th Regular Annual Assembly of CANACINTRA, 
Lopez-Portillo called on industrialists to join with the authorities 

in the struggle against inflation “but without having the contradictions 
resolved through futile confrontations or the occasional upheavals 

that become permanent." 


At the close of the meeting the secretary of commerce, Jorge de la 

Vega, and the director of the Mexican Foreign Trade Institute, Jose 
Gomez Gordoa, were interviewed. They agreed that Mexico would not 

be at all hurt if it decided not to join GATT. 


De la Vega noted that the government has not yet made any pronouncement 
as to our possible membership, but with or without GATT our foreign 
trade will grow even more in the years to come. 


He stated that what the country is basically interested in is securing 
membership with the greatest advantages, while scrupulously preserving 
our sovereignty, independent development and the National Industrial 
Development Plan. 


These principles, he said, are rigorously safeguarded in the protocol 
on possible membership. 


For his part, Gomez Gordoa pointed out that Mexico has not made any 
commitments to GATT and can therefore delay or reject membership in 
the international tariff organization. 


2k 





He noted that we etill have @ chance to aek for greater advantages, 
boost protection in certain areas or, ultimately, to postpone 
membership “for however long i@ deemed necessary.” 


It we do not enter, he eaid, nothing happens Thie 18 @ sovereign 
deciai-s by Mexico, we have fo commitments, « lo not 4s8@ume any 
reap Meibilities,. The memberaehi; protocol! is subject to Mexico's 
eovereien decision, lif we do not 1618 how, we can negotiate 


membership later on, 


Moments before the chief executive inaugurated the CANACINTRA 
assembly session, the outgoing president of the association, Juan 
Manuel Martinez Gomez, stated amid the applause of representatives 
that membership in GATT would entail serious dangers for the 
autonomous growth of our induetry and that therefore he felt that 
it ought to be postponed, 


Before making his inaugural speech, Pre ident Lopez-Portillo told 
the industrialiete that membership is subject to 4 nationwide 
consultation 


He noted that CANACINTRA's opinion would be taken into consideration 
with special interest. 


The chief executive pointed out that the government would make its 
decision in consideration of what is best for the country, its 
interests and its number one problem: creating jobs. 


Further on, he underscored other matters that he regarded as important, 
stating that Mexico is capable of growing at rates of more than seven 
percent, which is the only way to resolve its structural problems. 


He said that it wae perhaps harder to consolidate than to attain 

and that therefore we have to be very careful at the current juncture. 
"We have had 2 years with more than 7 percent growth and with our 
inflation we are now feeling the impact of these efforts." 


The only way to emerge from underdevelopment, he pointed out, is by 
breaking vicious circles and reconciling economic growth with social 
development, and we have to give assurances that we can do it. 


It would be disturbing, he said, if we were unable to reach agreement 
among ourselves because of our contradictions, shortcomings and 
inefficiencies, while at the same time having the capability of 
refurbishing our economy, as we have asserted over these last 2 years, 
and while possessing exceptional resources that are in great demand 
around the world. 











Towards the close of hie address he pointed out that if inflation ise 
a limiting factor in achieving our goal and if growth ie the 
solution, we must place emphasia on the one and exert efforte with 
regard to the other. “Gentlemen,” he pointed out, “our only course 
is to join together, without allowing contradictions to result in 
futile confrontations and without allowing occasional upheavale to 
become permanent. That i# our only course,” 


He concluded by calling on the industrialiste not to lose their 
momentum because of “eleventh hour” domestic probleme and to use their 
analytical ability to discern what the probleme really are, thus 
helping the country) to resolve ite social problems, which are 
recognized today a6 a source of injustice and distress. 


Membership Will Cause Bankruptcies 
Mexico City EL SOL DE MEXICO in Spanish 16 Feb 80 p I-A, 10-A 
lArticle by Fermin Vazquez Legaria) 


[Text] The public consultations on Mexico's membership in GATT have 
become an eminently political “shouting match” in the cabinet, the 
president of the Association of Industrial Economists and the director 
of the Credit Union of the Vallejo Industrial Association, Javier 
Avila Gonzalez, said yesterday. 


He said that GATT membership would place more than 20,000 emall and 
medium industries on the brink of bankruptcy because they would not 
be able to cope with the competition from foreign goods that would 
flood our market. For each product that Mexico would export, 100 
items from all over the world would be allowed in. 


In addition, he even hinted that the country's membership ie already 
an accomplished fact, and he therefore felt that it would be a good 
idea to organize ourselves, not to determine whether we join or 

not but to discover the best way to participate in GATT and to stave 
off as much damage as possible. 


Avila Gonzalez, a former official in the Secretariat of Industry and 
Commerce, a former representative of Mexico to UNIDO [United Nations 
Industrial Development Organization], a graduate of Cambridge 
University and an expert on U.S., Canadian and European industrial 
policy, granted an interview to EL SOL DE MEXICO. 


The former UNAM [National Autonomous University of Mexico] economics 
professor stated that there are obvious pressures on Mexico to join 
GATT, but he cautioned: 











"Our industry does not know how to export; the only thing that we eell 


ie petroleum,” 


Moreover, he noted, only 60 percent of the products that the country 
coneumes are manufactured here; we import the reset, mostly from the 
United State Mexican induetry coneietse of about 30,000 companies, 
40 percent of which are emall and medium-sized. The remainder 
compriees private concerns, the tranenational corporations, 

joint capital enterprises, the semistate enterprises and the state~ 
run enterprises 


The large firme would not have the slightest problem, because they 
have had an established foreign trade for a long time. On the othor 
hand, the emall and medium-sized companies would flounder and disappear 
amid the multitude of products that would vie with them in quality 

and price 


The emall-ecale domestic industry could not even compete on the 
internal market because it would “break up" when a number of more 
r less good products are introduced at more or less low prices. 


Ae if thie were not enough, this major sector, which provides a 
great many jobs, operates with obsolete equipment brought in from 
the United States, most of it second-hand. 


Another disastrous feature of emall and medium industry is thet it 
is not operating at full capecity, precisely because of these and 
other problems. It is making 60 percent use of its machines at the 
most. 


Membership Postponement Called For 
Mexico City EL SOL Dk MEXICO in Spanish 16 Feb 80 p 10 
[Article by Maria Esther Unzurrunzaga] 


[Text} The new president of CANACINTRA, Jose Porrero Lichtle, 

has asserted that Mexico's membership in GATT ought to be postponed 
forat least 20 years or so, while the Confederation of Industriel 
Chambers (CONCAMIN) will reveal its position in this regard next 
April. 


Nonetheless, the CONCAMIN president, Ernesto Rubio de’ Cueto, stated 
that in taking its stand, the confederation would take into careful 
consideration CANACINTRA's opposition to our country's membership in 
the international trade organization. 











Interviewed during the Annual CANACLITRA Assembly, Jo#e Porrero 
aseerted that in not calling for membership in GATT, the chamber 

"\e making @ commitment to continue the development of the industrial 
sector and especially the manufacturing sector 


The business leader maintained that the national economy's growth in 
priority branches over the last 2 yeare would continue even if we 
do not join GATT. Thies will enable ue to achieve the output and 


efficiency goale that the public and private sectore have set for 
themselves. 


Our country's current circumetances, the CANACINTRA president added, 
will aleo enable us to sustain the growth momentum that we have had, 


In addition, he contended that both the private and the semistate 
sectors have been doing their job, which has been highlighted by the 
figures and indicatore that have been revealed. 


Separately, Ernesto Rubio del Cueto reported that CONCAMIN has not yet 
concluded its analysis of the advantages and disadvantages of GATT 
membership and that ite decision would be revealed this April. 


,08ts and Benefit 
Mexico City EXCELSIOR in Spanish 2! Feb 80 p 6-A 
[Editorial: GATT: Coste and Benefits" 


[Text] Mexico's likely entry into GATT should be carefully studied 
in terms of its costes and benefits, as the president of CONCAMIN, 
Ernesto Rubio del Cueto, has recommended to the industrial sector. 


The industrial leader is correct in recommending caution to his 
colleagues, inasmuch as the predominant attitude until a short time 
ago seemed to be a forceful rejection of participation in the General 
Agreement on Tariffs and Trade. 


“Exhaustive talks" have begun in industrial circles to sound out 
opinions, but our guess is that the response will be as adverse as 
the stands adopted to date. The “cost" that membership in GATT 
would entail for Mexican industry is impossible to hide; the rumors 
of 50,000 bankruptcies could be borne out in practice if the 
necessary steps to prevent them are not taken. 


This does not mean, however, that this serious damage is irreparable. 
If the reason for it is that we are not competitive with foreign 
industry, which would find smooth and easy access to our markets, 





then the beet thing would be to boost our productivity by enhancing 
avyeteme, which would directiy benefit the Mexican consumer and, 


(.ong the way, domestic industry 

robleme ich} ae thie, which have @ profound impact on general 

‘ , ntereata, muat be ‘Valuated above and bevond their effectea 
pie proup, because t iO 6 Ootherwiee + iid mean unnecese@arily 

rolongein rhe misunderetandings that have been so [requent among us 

Ae we Know, wemberahay in GATT does, iff tact, have ite advantages 

ind disadvantages, in other worde, the sete and benefite that Rubio 

lel Cuet hae referred ti Wwe muet determine precisely which are 


yreater and then make a decisaion. 








MEXICO 


FRENCH TO HELP WITH NEW URANIUM PLANT 
Mexico City BL SOL DE MEXICO in Spanish 15 Feb 60 pp 1-F, 6=F 
‘Report from £&L HERALDO DE CHIHUAHUA) 


‘Text| Chihuahua, Chih,, (OBM)—In accordance with the agreement signed 

by Mexico and Prance for a joint investment project designed to develop 
plans for nuclear energy in this country, during the current year construc- 
tion will begin on the uraniumprocessing plant in the Villa Aldama area, 
where there are 150,000 tone of potential uranium reserves, 


The Nuclear Energy Institute made this public in this city and added that 
the project, proposed since 1974, will have an initial grinding capacity 

of 1,000 tones of ore a day, but it is estimated that thie major program will 
develop at a much greater rate, 


The institute stated that technical studies are already being made in the 
Villa Aldama area for the purpose of precisely determining what kind of 
plant will be needed to proceed with immediate construction at a later 
date, 


The initial figure that has been set for this joint Mexican-French invest- 
ment is $30 million, although this has not yet been confirmed, However, 
bore-sample soil-analysis projects are still being developed at the £) 
Nogal and Margaritas plants which are located in the Pena Blanca Range, 


Purthermore, according to the Nuclear Mmergy Institute report, the geo- 
logical studies have been extended to the Moctezuma plant area as well as 
to the Hidalgo del Parral region, where radioactive material has been 
located, using a plane equipped with radiation monitoring devices, 


Since 1974, when the big project for the development of nuclear energy at 
thio site was proposed, the necessary arrangements between the appropriate 
authorities, both in Mexico and France, have been made; the only thing 
lacking is for both nations to ratify the program in order to proceed to 
the immediate construction of the uraniumprocessing plant, 


As we were informed, this will benefit Mexico because it will permit us 
to exploit our resources right here, so that we will not have to go on 
shipping them abroad as we have been doing for lack of sufficient techno- 
logical means to set up a processing plant, 





MEXICO 


Ds OTEYZA SPEAKS ON OIL, GATT, OTHER SUBJECTS 
Mexico City EL DIA in Spanish 14 Feb 80 p 7 


[Article by Sara Lovera and Etra Oralia Herrera’ "De Oteyza: No Increase 
in O11 Production Volume Planned; On Joining GATT, Secretary of Patrimony 
and industrial Development Said That National Interest Is Primary Concern" | 


[Text] Tackling a number of burning, current issues, like oil, GATT, mi- 
ning and the development of nuclear energy, in the presence of a group of 
reporters, Secretary of Patrimony and Industrial Development Jose Andres 
de Oteyza said yesterday that our primary concern in the handling of all 
of the country's economic problems is the national interest, 


Oteyza also said that the problem of inflation, which is damaging major 
segments of the country's population, has forced the government to place 
controle on the prices of basic and general consumer articles, with the 
result that capital is being invested in those branches assuring high 
profits, thus giving rise to a serious decline in the supply of such pro- 
ducts, which is why the range of alternatives has been reduced, 





He also explained how the BSconomic Cabinet operates and, at the insistence 
of the reporters, he again and again noted that, as far as the volume of 
oil production is concerned, “up to now," “until today," that organization 
has made no change in the program, which provides that we will produce no 
more than from 2,25 million to 2,5 million barrels of crude a day, 


Volume 


The first issue he commented on was oil, Oteyza was cutting in his comment, 
He said that there has to date been no decision to raise the volume of 
production, However, no one can guarantee what may happen in the future, 


He said that the volume that has been set corresponds to a program which 
has been outlined and which falls within the framework of the line of de- 
velopment proposed by the administration, and no outside pressures have 
been observed, nor has there been any argument as to the existence of the 
program in the Sconomic Cabinet, 
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In response to the question as to whether thio iv being discuseed among 
the secretaries of the Eoonomic Cabinet, he said that they were ocertainiy 
disucesing the problems of inflation, growth and employment, 


GATT 


On this iesue, he firmly stated that a definitive decision hase not yet been 
made and that the advisability or inadvisability of joiming GATT was still 
being looked into, 


He pointed out, however, that in theory the provisions of the General 
Tariffs, Customs Duties and Trade Agreement would not affect the progress 
of the National Industrial Developm 1t Plan implemented by the Secretariat 
of Patrimony and Industrial Development (SEPAFIN). 


He immediately commented that in practice all we know about GATT is that 
it is a “big power club" whose members could possibly force us to respect 
their rules once we are in the club, As can be shown, these countries have 
raised their protective barriers, preventing or restricting the admission 
of other countries’ products, 


Furthermore, Mexico is not prepared for the export trade, Its industrial 
plant is still too poor for that, However, the national plans provide for 
gradually getting away from protecting manufacturers and the PNDI [ expan- 
sion unknown] itself tends to support foreign trade, Perhaps this could 
be achieved over a still rather lengthy period of time and it would only 
be 12 years from the time we join GATT to complete elimination of proteo~ 
tive barriers, which could involve a few deviations, 


In reply to a specific question as to pressures from the United States, 
Japan and the EEC, he noted that Mexico allows neither pressures nor 
Soper opinions and that the consultation regarding an investigation 
of GATT is a strictly national affair, 


Uranium 


Acs far as the national nuclear program is concerned, he pointed out that 
proven reserves of 10,000 tons have been mined and that these are suffi- 
cient for the useful life of the Laguna Verde plants which will be closed 
down in 1980 in accordance with the programs, 


The more extensive plans depend on the results of prospecting to determine 
our actual uranium reserves and he said that the problem of in future using 
enriched or natural uranium should not be viewed as an ideological one, 
rather a strictly scientific one, which is why Mexico has made arrange- 
ments to study both systems: the first with France and the second with 
Canada, and also both with Sweden where it is assumed no political factor 
will be involved, 





Mining 


As for the development of snining, he said that Mexico has large reserves, 
which Le why SEPAFIN has implemented aid programs for emall and medium 
sized mining operations, 


ie assured us that there are no plans for nationalizing this activity and 
said that the special tax imposed on the mining of gold and on plant and 

equipment was due to the rise in world prices and that the taxes imposed 

on these producers will specifically serve to promote small mining opera- 
tions, 


Basics 


He said that there are two alternatives for guaranteeing a supply of basic 
productss Jither transparent subsidies are granted or the state produces 
these goods, since the attempt at getting private investment alone to in- 
crease the supply has been unsuccessful; on the contrary, with each attempt 
the supply is even further reduced, 


Oteyza assured us that the authorities are really interested in guarantee- 
ing domestic supply and avoiding future shortages, 


Undesirable Tendency Toward Concentration 


On the other hand, Jose Andres Oteyza yesterday brought to a close the 
sessions of the Firrt National Convention on the Subcontracting of Indus- 
trial Processes and stressed the fact that 1979 was perhaps one of the 
Mexican economy's best years in terms of industrial development inasmuch 
as a rate of growth of 10 percent was achieved, However, he noted that 
what is important now is for us to be capable of maintaining this high 
growth rate to which we are not accustomed, no more than we are to living 
with inflation of the magnitude we are now experiencing, 


Addressing himself to the small burinessmen, the official said that rising 
costs, inflation and accelerated growth naturally lead to a tendency to- 
ward concentration which is undesirable for the country's economy and 
that, while the big industries can and should play a leading role in the 
introduction of modern technological processes, in some way carrying the 
economy, it is the small and mediumsized industries that ought to give 

it the support, the general basis for seeing to it that this whole process 
is a well-balanced and healthy one, 


Consequently, he stressed the importance of subcontracting for the country 
as a whole because it would provide a better balance between small and 

big businesses: for the former, from the point of view of market stabi- 
lity, of technology, of financing terms and, for the big industries, in 
terms of savings in investments, of absorbing variable expenses, of better 
supply and diversification of investments and their components, 





Attorney Oteyza insisted that inflation must be combatted through produce 
tivity, by increasing supply, by having a greater number of medium-sized 
and gmall businesses that grow and develop in balance with the big ones, 
carefully taking into account the fact that we are going through a period 
of truly unusual industrial growth in this country, growth that mst be 
consolidated and preserved, 


with regard to the subcontracting market, the SEPAFIN secretary reported 
that they have begun to design new procedures, because the high growth rate 
and inflation are new too, at least for Mexico, so that this system will 
operate in an efficient and organized manner, locally and regionally as 
well as in terms of branches of activity, However, he insisted that only 
the federal government could make general proposals and outline economic 
policy and that it is up to the manufacturers to organize its implementa- 
tion, 
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MEXICO 


ONE MLLLION TONS OF STEEL LMPORTS PROJECTED FOR 1980 
Mexico City UL SOL DS MEXICO in Spanish 19 Feb 80 pp 1-F, 6=F 
(Report from TRIBUNA DE MONTERREY | 


[Text] Monterrey, N,L,, (OHM)——Despite the high levels of production and 
productivity its national steel industry is recording, Mexico will find 
itself forced to import 1 million tons of steel during the current year to 
meet the domestic demand triggered by the explosive expansion of private 
industry, the vast semiofficial construction programs and federal, state 
and municipal public works projects, 


This is what engineer Jose Marivinez Guiton, an advisor from the Mexican 
Confederation of Industrial Chambers (CONCAMIN), maintained on his arrival 
in this city to make a tour of Blast Purnaces of Mexico installations in 
Monclova, Coahuila, 


He added that in recent years Mexico had attained high levels of producti- 
vity in the steel industry, even higher than those of several highly in- 
dustrialized countries, 


However, he reiterated that, despite all this, domestic demand due to 
growing expansion this year could not as yet be satisfied, 


Purthermore, the CONCAMIN advisor said that in 1979 Mexican steel imports 
amounted to over 600,000 tons, which means twice the amount imported in 
1978 or 300,000 tons, 


And last year, he added, private and public construction programs, as well 
as semiofficial expansion, were well under the levels attained this year, 
which is why it will be necessary to import at least 1 million tons of 
steel to meet our needs, 


The industrial expert from Jalisco explained that, while we have sufficient 
raw material reserves to manufacture steel, the existing Mexican steel mills, 
both integrated and nonintegrated, lack sufficient capacity to produce the 
steel the development of the country requires, 
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Moreover, he noted that the Lazaro Cardenas Steelworks in Las Truchas would 
manifestly increase its production this year and would be able to deliver 
to the interior of the country, to the cities of Mexico City, Monterrey, 
Guadalajara and Queretaro, a load of 600 tons of soft steel to supply the 
metal and mechanical and construction industries which are growing at a 
rate above the production capacity the steel mills, 


Furthermore, the increase in steel producticnr at Las Truchas will be a- 
chieved in a relatively short period of time anc, in preparation for the 
new phase of expansion, the general management >f the National Railways is 


building a new rail line from Ajuno, near Patzcuaro, Michoacan, to the 
town of Uruapan, 
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VENEZUELA 


SOCIAL, BCONOMIC PROBLEMS BLAMED ON WEAK OIL POLICY 
Government Policies Analyzed 
Caracas RESUMEN in Spanieh 2 Mar 80 pp 19-20, 22, 23, 25, 28 


[Article by former deputy finance minister Ivan Pulido Mera: ‘The Taste 
of Truth, Mr President”) 


[Text] The basic objective of the new government economic policy is not 
being attained: A decrease in the dependence on petroleum, not depend- 
ing on "any future increase in the prices of petroleum" to compensate 
for the imbalances recorded in recent yeare in the balance of paymente 
and in the fiscal sector. 


Production isa forced so as to increase exporte of crudes and producta, 
which at higher prices on international markets are converted into 
bolivare. 


An additional 18,768,000,000 bolivarse are available for paying for all 
types of expenses and incidentals. Without effort by any Venezuelan, 
undes‘red results are obtained by the economic policy put into effect, 
but they are secretly used to show apparently encouraging facts about 
1979. 


In 1979, petroleum production will represent 98 percent of industrial 
potential. It is unlikely that the 2,356,362 barrels daily will ever be 
reached again even if the guidelines of the policy established by the 
Ministry of Energy and Mines for Venezuelan Petroleum, Inc. (PDVSA) 

are violated with respect to the limite of qualities and gravities. 


"More gas wae used this year, but more gas was lost also.” 


increases in petroleum prices in 1979 are agreed upon previously at the 
OPEC Conference in December of the previous year. Their headlong rise 
is due to events in Iran. 














petroleum, ae in at usiness, the important thing ie the “net sale 


price and net the ‘announced’ price ae an expression of the deaire to 
btain it Their difference ta in keeping with the “discounts,” today 
euphemiat aii siled sd iuvuetmentsa, he barrel price of $2 refera to 
s crude with an average API gravity of 33.1, known ae the “tenderloin,” 
which te | O11 and aecaree, it te not representative of Venesueian 

li prod nh, whos hae an average API arvavity of 25. 

[hve eoreticoagls iife of proved res@erves deciines trom 245.3 yeara in 

19/78 earea ' Ee 

Per barrel perating coete and expenses are increasing. Subsidies lor 
domesti Oneumption increase at the expenee of the ahare of the 

treaaur nivy 58.1 percent of revenue obtained, while before nat ion- 
alization th nceselonaire tnduatry turned over up to 85.31 percent of 
it in iY 

Dependence mh petroleum by the budget increased in 1979 (6/7 percent). 


The “record rate of annual increase in current expenses wae registered 
(23.4 percent), placing tt at 61.2 percent of the authorized total, 
‘ Lj to oniy ‘ 1. ; percent (1) , 762 , 000 ,000 


while capital expenditures 
) 


iLivare 
There ia the abeenc: even mintmal healthful caution in the 1979 fiecel 
eat t ende with a dettictt deapite the 10,862,000,000 bolivare of 


additional petroleum revenues (48.4 percent more than budgeted) and 
there are no tranefere to the Venezuelan Investment Fund of the legal 


mtribution of 3,725,000,000 bolivare Expenditures are authorized 
which exceed avaliable Treasury revenues by 4,563,000,000 bolivars. 


\ new, unpondered and contradictory program of state indebtedness is 
submitted for congresetonal coneideration. The haste with which this is 
lone even ieade to making errore in a‘dition: around 23 percent, 
(15,209,900,000 bollivara) over the originally specified amount, for a 
f resources required of 82,125,000,000 bolivare for only 


five of the new prt ect announced, 


weive times more highechool etudents graduate from the secondary 
education inetitutes with an average grade point score of 12 than with 
iS or more points. 


Everything te being done except slowing down the accelerated Liquidation 
of petroleum, national capital which is being wasted now for the ia- 
povertehment of future generations. 


itentilone are heading in one direction, actions in another. There are 
eerious contradictions in the execution of anti-inflation measures. 














The heralded restriction, moderation and prudence in state epending, 
expressed in various documents and statements, have been abendoned and 
there are more requeate for authorizations for spending and the announce~ 
ment of an extraordinary budget for spending the additional resources 
resulting from increased ofl prices. 


Reality gives the lie to the statements by the team reaponsible for the 
progress of the national economy. The coset of living increased more 
after the promise wae made that “favorable results will be noted during 
the course of 1980." It te calculated that the cost of living will 
increase more than 25 percent per year. 


The gap between the rich and the poor continues to grow! Because of 
inflation the income of the poorer groupe te eroded, while the profite 
of the higher-income groupe increase. Income of the higher-income group 
ie 59 times greater than that of the lower income group. 


"The dangers of deceiving the public are inversely proportional to 

the magnitude and practical importance of the deceit. Outright and 
fanciful lies are easily discovered by everyone, who do not need to be 
specialists in finances or petroleum because common sense causes one to 
note the contradictions, while experience iteelf and other informative 
sources about events, which no one can hide, confirm the real situation.’ 
(Juan Pablo Peres Alfonzo, 7-10-1978). 


In his New Year's speech, the citizen president of the republic referred 
to a statement he made on a previous occasion in the following terme: 
“From the first moment in office I said to the president of the BCV 
[Central Bank of Venezuela) that | preferred true figures and statistics, 
no matter how much they could at any time affect my government, rather 
than figures juggled to hide the truth because of self-interest. I 
accept the taste of truth.” Three daye before, the ministers of the 
economy made publ‘c their own statement of results of the economic pro- 
cess of Venezuei.a for the year ending; there was also the traditional 
End of Year Statement by the president of the Investment Fund and 
results were released on petroleum activities for 1979. Several weeks 
of the new year having passed and some final figures of the previous 
economic fiscal year having become known, it is now possible to 

evaiuvate the facts, which at that time were presented as the encouraging 
resuite of a management marked by an absence of specific and consistent 
policies and contradictions in its execution, and, therefore, far from 
being a reality. 


Uucrealistic Government Objectives do Not Decrease Petroleum Dependency 


More than "My Pledge to Venezuela,” a government program submitted to 


the country during the long months of the electoral campaign, the ideas 
of presumed policies formulated by the new government team should help 
President Herrera, the government party and Venezuelane in general to 








evaluate the reaudll btained and the degree of compliance with them, 
There is, for example, what the membera of the Economic Office them- 
selves called the “Eeonomle Stabilization Plan,” whicl, wae prepared 
when the government had juet taken office. On page tCiree, among other 
basic objectives of the new economic policy, ta included the following: 


"2.2 Fiiminate the deficit im current accounte (of the balance of 
pavinent: n the 19/981 period regardiesa of any future increases in the 
orice of petroleum.” An incommeneurable Venesuelan desideratum to de- 
pena ese On pet roleum. it te only conceivable by men filled with great 
fliueion. Would it be poseible to attain euch a noble and healthful 
oblect ive rhe Ouree of event wili tell, 


This te precisely the tiret conaideration of importance which should lead 
us to think: The Venezuelan economy during 1979 became more dependent on 
petroleum, with the undeelrabie sequela of tte larger relative share in 
the Gross National Product (23.5 percent), the generation of foreign 
credits (96 percent) and the financing of the atate budget (67 percent). 
Thie te all the result of a “minor” detail not mentioned openly and much 
lesa explained to public opinion: the fact that in that year, by 
comparison with 1978, 190,832 more barrels of of] per day (8.8) were 
produced and 90,000 wore barrele per day of crudes and producte (4.6 
percent) were exported. 


ALl petroleum exports were sold at a price above $5.31 (22.73 bolivars) 
per barrel. In other words, easy exploitation of our underground 

wealth without any effort, wealth which belongs equally to the present 
ase well as to the future generations and translates into greater re- 
sources than those available in the previous year by the sum of 

18, 768,000,000 bolivarse ($4,385,000,000). Revenues in foreign exchange, 
those of the petroleum industry, and indirectly, those of the Venezuelan 
state, are increased by that same amount. Thue, the balance of payments, 
without the effort by any Venezuelan, is corrected; from a deficit of 
§1,530,000,000 registered in 1978, it goes on to register a surplus 

of $1,186,000,000 in 1979, 


m the other hand, if the two effects described had not taken place 
increase in the volume and prices of petroleum), there would have been 
, deficit of more than $1,669,000,000 (7,143,000,000 bolivars) compared 
with that of 1978. international reserves would have declined by 
$3,199,000,000 (13,692,000,000 bolivars), which corresponds to the 
estimates made during the early months of 1979 before the events of 
Iran. Not comprehensible, therefore, is what President Herrera said 
in his statement spreading encouragement and optimism in San Cristobal 
last 20 January, when he said: "I am not in agreement with the 
spokesmen of pessimism and sadness and with those who never want to 
see anything but difficulties and obstacles for my government.” He then 
said: "Thus we have been able to carry out an activity of benefit to 
the country nationally and internationally. In only 9 months of 
government, to cite only one example, we established an equilibrium in 








the balance of payments, which te something undeniably difficult when tt 


shows a deficit.” We already saw how easy it te to achieve this and 
without any effort, just ae higher petroleum prices have required no 
effort, contrary to what President Herrera said eubsequentiy: ‘We ale 


managed to double the price of our ofl, which had practically etagnated 
since 1974 (EL NACIONAL 21-1-80, Del)." While the average wale price o! 
our O11] rose to $17.55 per barrel in 1979, 43.4 percent more than tn 
1978, it does not mean a doubling of price, ae wae declared at that time, 
because a methodological error ie made by comparing prices of different 
things. The $26 per barrel price reached at the end of 1979 te for 

light Arab benchmark ofl, while the $12.24 average price wae for the 
packet exported the previous year, in which were included all types of 
crudes and products, those of high ae well ae low prices, ae well ae that 
which te now being used to establish the comparison, with deatred 
resuite established beforehand. However, the real increase, which does 
not even reach half (only 43.4 percent), instead of what the president 
said, ie due to alien circumstances described by President Herrera him- 
self in the days following his election to the presidency of the country. 
Actually, the member countries of OPEC agreed before the OPEC Conference 
held in Geneva in 1978 on the gradual increases to become effective each 
quarter of 1979. These would raise light Arab benchmark crude of API 
gravity of 34 to $24 per barrel in the last quarter of that year. That 
was when President-elect Luis Herrera declared with especial joy: 
"Venezuela's guardian angel speaks Arabic." The evente of [ran caused 
the increases approved to be effective as of 1 October of that year, to 
be advanced to May 1979. Therefore, the etatement that “In only 9 monthe 
of government...we aleo managed to double the price of our petroleum,” 

is also surprising. 


Once More the Stream of O11 Blinds Us and Prevents the Realization of 
Sane Fiscal Management 


While the foregoing considerations are of fundamental importance in 
defining the scope of the economic truth of the country, they should not 
be the reason for putting to one side the consequences of what we have 
come to call “the frenzied eating of an unexpected petroleum harvest,” 
without even the healthful prudence demanded by a body suffering 
“economic indigestion" because of that very same abundance of the 
easily obtained petroleum revenue of the 1974 boom and subsequent yeare. 
We refer specifically to the 1979 Fiscal Year. The lack of even a 
minimal healthful caution is evidenced when at the end of the fiscal 
year, despite that additional petroleum revenue, there was registered 

an amount of authorized expenditures which exceed collected revenues 
by 838 million bolivare (deficit), which increased .o 4,563,000,000 
bolivars when one takes into consideration the statenent by the president 
of the Venezuelan Investment fund [FIV]. He said: "The FIV has not yet 
received its share of 3,725,000,000 bolivarse to which it is entitled, 
pursuant to Article 3 of the statute which created it. (EL NACIONAL 


ul 











ise-ll=/9, page De6). Thus the validity of the statement made by the 


minieter of (tinanece ta diecarded, a@tatement made at the last presse 
nierence of the Eeonomic Office in 1979 that "the fiscal year, compared 
with the initial eatimate of the Budget Law, indicates that there ie more 
f a budget surplue than wae foreseen for it." (EL NACIONAL, 29-12-79, 
pam f it could mot be that way because the final fisca) figures for 
19°79 tadtc ate that eapend itures of 50,958,000,000 belivars were author- 
nd enuea of 590,120,000,000 bolivara were collected, Among tota 
reve vee are included 10,862,000,000 bolivare of additional petroleum 
fiscal revenues (48.4 percent more than budgeted). Not included are 
), 536,000,000 bolivare of extraordinary revenues directly deposited in 
the « inte of autonomous inetitutes and etate companies (CADAFE 
Electrical Administration and Development Corporation], INTERALUMINA 
‘expaneion unknown), Railwaye, VENALUM [Aluminum Company of Venezuela], 
Met f Caracas, and the National Port Inetitute), and the beneficiaries 
of a toret@n etate loan received on the last day of the year in the 
amount of $823 million te save appearances after the dubious presidential 


statement on 29-9-79, when, speaking to the country on “The truth that 
Venezuela wante and ehould know,” he refere to the conditions of how the 
atate debt of the natior wae contracted. 


Therefore, the authorized expenditures are underestimated by that directly 
traneferred amount. Under normal operations, it would have come into 

the National Treasury and the respective disbursements would have made 
the authorized expenditures rise to 54,492,000,000 bolivars, 6.4 percent 
more than for 1978. The original objective in fiscal matters of halting 
the increase in state spending was not achieved. In real terms, that 
expenditure is 48,524,000,000 bolivars, only 5 percent less than in 

1978. Lt must be the juetification the Secretary General of the govern- 
ment party received from the ministers of the economy and "the opinion 

of (his) own advisory teams," which led him to make such statemenis. 

it ie true that in real prices 1979 expenditures were less than in the 

2 previous years (EL NACIONAL, 7-2-80, page D-1). This is how simple the 
explanation its. Also simple is the fact that expenditures in real terms 
would have been greater if inflation generated by that policy of spending 
without austerity had been leas. The inflation caused by excessive state 


spending erodes or “eate" the purchasing power of the bolivar. 
Accelerated Waste of a Nonrenewable Resource in Achieving Poor Results 


We must point out that of this total of authorized expenditures of 
50,958,000,000 bolivars, those of a current nature reached the "record" 
rate of increase of recent years, since 1974 of 23.4 percent annually. 
Thies is not in keeping with the policy of austerity repeated daily by the 
most qualified government representatives. When current expenditures in 
1979 increased by 5,879,000,000 bolivars with respect to the final total 
for the previous year, it proves the weakness and generosity of a govern- 
ment in administrating its resources against the demands for wage in- 
creases by the various public servants and the requests for the creation 








of more and more new atate jobs. in view of the tinal level of current 
expenditures of 31,166,000,000 bolivara in 1979, the 32,16/7,000,000 
bolivare authorized in the 1980 Budget Law are completely ineincere and 
once more explain the reason why we have been ineleting that additiona) 
loana must be negotiated for attending to current expenditures, which 
are undesired from any point of view. We are aure that If President 
Herrera had been informed of this eituation he would have acted tn hie 
characteriatic etyle, asking why "the Congress did not take a club” 


to the budget for current expenditures prepared by hie team of close 
advisers. It should be a reason for concern to him when he te informed 
that the increase indicated in current expenses in 1979 “eat more than 
half (54 percent) of the additional unexpected fiecal petroleum revenues 
for that year. And in 1980 it “eats” 75.3 percent of additional petrol- 


eum revenue estimated in the present Budget Law. 


However, more s@rious still ia the fact that to show apparent reductions 
in the total of authorized expenditures by comparison with 1978<- 
reductions nonexistent in practice ase we said previously=-in the last 
weeks of the year a mechaniem of declaring the inexietence of amounte of 
capital expenditures was employed, thus worsening the percentage ratio 
of that category of expenditures with respect to the total. The 
1,,962,000,000 bolivars of 1979 barely represent 23.5 percent of the 
total authorized expenditures, the lowest point of the decade and of 

a number of years which showed a declining tendency since 1974, at which 
time 23,835,000,000 (56.1 percent) was spent of the 42,519,000,000 
authorized that year. And to complete this sad picture, an obvious 
example of the traditional lack of fiscal discipline in the country, 
16.2 percent of the remaining expenditures, one-sixth (16.° percent) of 
the ordinary revenues for the year, is already destined for servicing 
the state debt. Thus, in addition to having a fiscal deficit, not 
recommended as an anti-inflation measure (another of so many contra- 
dictions), the highest percentage (61.2 percent) since 19/0 is devoted 
to current expenditures, which are precisely the ones which bring the 
highest inflationary burden because they result immediately in a greater 
demand and greater pressure on prices. We refer at this time to the new 
intended state indebtedness, which last December we described as 
unthinking and contradictory in view of the new additional petroleum 
revenues already visualized at that time. Public opinion views the 
subject of state loans as an obvious demonstration of inconsistency 
with the statements by the government in the early months of its 
administration, when it made its well-founded criticism about the 
degree of indebtedness in which the republic found itself, and aleo 
because more recently--last week--the Economic Office, considered the 
complete reformulation of the housing policy and program, the main 
project (21,641,000,000 bolivars) of the five submitted hastily to 

the consideration of Congress last 29 November. For the information 

of the government party and those of the opposition, such projects are 
already being studied by the Chamber of Deputies and they should not ex- 
pect them to be approved, as has been inferred from some of the statements 








" . ‘ m ive of rene! at ior 
" a ‘ ' e reformulated 
bait percent it Nae been 
‘ . , , i Lea > Othe 
" ae Nati TF 
' ere " ie 
j ” ‘ ivement ft the 
, ma eae tolerabie when 
‘ ty if t i ft ' ich management occurs 
‘ ’ ‘ ' } bah 
re ent +. . rit « iat na. peti Leum | nave Muit i} Lied several 
en al e phyeical Limitations the petroleum induetry in 
; taining trv pi mict io Li ts r that t ite ave prevented revenues 
, .iea at i) ate aL‘ : pi ee. t has not been 
1 t rea eS ap ” jonrenewabie resource, which have 
ir tt ul roducti eveis, but rather what 
“ lame | lon | ntia it declines because 
f an eight t ul jure in the field, to which is 
idded, ‘ TL t Venezuela, a li ercent se for causes attributable 
wintena i fields and product ior netaliations, for a yearly 
1 ’ percent [It it had been possible, available petroleum 
ré nus d ; ave attained unmeasurable magnitudes, with a more opious 
late al . ater « iomic indigest io he accelerated deciine ol 
mpaodiiit i ie ft tne rorced amounts Of procu tion in the 
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dpe pointe i. that stter 1973 (99.6 percent f potential), 19/9 was the 
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ti 2. b, 3 barrels 1ijlv was forced. This represents 98 
ercent of the estimated production capacity, which the minister of 
eners ind mines himeelf "considers an exaggerated rate’ (Weekly Letter 
+ from the Ministry of Mines and Energy) There is che hope that 
t in be decreased t 12 percent (a reduction of 150,000 barrels per 
: t the estimated potent ial by the end of 1979). 
However, reality seems ¢t n¢dicate that they will not go beyond being 
2 | intent! hecause the content of each letter has been modified so 


a t to indicate that the production goal established for 1980 (2.2 
mn barrels dail: is not being attained nor will it be attained. 
technically admissible comparison between production during what 
is Clapsed of this year and that of the same period of the previous year 


is been abandoned and a simple comparison has been established with the 








average of the past year. Figures will always show a deciine because it 
is unlikely that the average of 1979 will ever be attained again because 





of the very consequences of having forced production. However, petroleum 
will be extracted above the goal and above che levels of qualities and 
gravities established aa a policy guideline by the Mintaetry of Mines 

and Energy for Venezuelan Petroleum Inc. Such comparteon, tn addition 

to not being conaiatent because the effecta of the implied characterts- 
tice of each month's production on the year's total, counts toward the 


amount accumulated until a certain period, does not allow the uniformed 

observer to easily learn what is truly happening in matters of petroleum 
production. After all, on the last day of the year, what happened with 

respect to the average of the year before will be learned. 


lf advisable technical levels of production are established with respect 
to production potential (under good management, §5 percent of maximum 
capacity) it is because the traditional view in the industry is that of 
considering approaching that level to be as dapgerous as a builder who 


places maximum stress on materials. There arises the need tor conserva- 
tion of the resource and the field to prevent negative consequences such 
as the wasting of natural gas, which is produced together with petroleum 


and is released into the atmosphers because it cannot be processed with 
existing gas compression installations. With the gradual decline in 
petroleum production since 1974, the almost total elimination of this 
waste was obtained, which on one hand meane a significant saving of a 
resource of great energy value, and on the other, it means an important 
technical advantage because the surplus gas not used for domestic and 
industrial uses can be injected into the fields. Thus, from 
14,619,000,000 cubic meters of gas wasted in 19/73, it dropped to 
9,862,000,900 in 1974 (a decrease in percentage of more than that 
recorded in crude production that year), and to 2,292,000,000 cubic 
meters in 1978. This means an average rate of decline per year of 31 
percent for the 1974-1978 period. 


Now, in 1979, figures indicate that the quantity of gas released into 
the atmosphere has increased by around 10 percent. Its percentage with 
respect to gross production of natural gas also is increasing (6.8 
percent). Thirty-three years ago, in 194/, despite the fact that 

the use of gas with respect to the entire volume produced that year 
increased by 20 percent, an unfavorable change of only two tenths in 
waste led Minister Perez Alfonzo to exclaim: ‘More gas was produced 
this year but more gas was also lost.” 


Costs Per Barrel Increase at the Expense of the Treasury 


Increases in costs and expenditures in the operation of the industry 
exceeds the increase in petroleum production in 1979 and thus the costs 
per barrel rise to 10.83 bolivars. Maintaining the average pice of 
local sales at 22.04 bolivars per barrel ($5.15 per barrel), the subsidy 








to domestic consumption te increased and the nationalized petroleum 
industry ceases to receive the difference between the international 
prices for petroleum byproducts and their domestic price. All this 
prevents the treasury's share and national petroleum revenues per barrel 
from obtatning the same proportion of the amounts registered in the 


international prices of Venesuelan petroleum. Moreover, in real terms, 
in bolivare with 1979 purchasing power, there is only an increase of 
26.4 percent (Creasury share) and 34./ percent (national petroleum 
revenue ompared to the etated increase of 43.4 percent in the average 
gale prices of crudes and their byproducts. However, the true financial 
situation of the petroleum industry should be measured by taking into 


account the lLosees it means for the treasury when Venezuelan Petroleun, 
Inc. delivers to it a smaller share of each dollar of its revenues than 
it did during the syetem of petroleum industry concessionaires. Before 
1976, the treasury's share was in percentages of over 79 percent of the 
total revenues received. As of that year, its contributions to the 
government declined “under the pretext of the renovation and recovery 

of the tndustry. By 1979 it represented only 64.14 percent of total 
revenues. For that reason it ise of Little importance that in press 
atatemente it le emphasized that in 1979 national petroleum revenues 
reached a ‘new record” of 56.30 bolivars per barrel when in real terms 
it te equal to that of 1974 (30.58 bolivars) and the 1979 treasury share 
is only 80 percent of that of 1974, it being the same as that of the 
firet year of the nationalization of the industry (24.21 bolivars per 
barrel), which represented 74.83 percent of the total revenues for that 
year. But there is more, that treasury share, which declined to 

64.14 percent of total revenues in 1979, is still less if one takes 

into account that the Venezuelan State has invested an increasing amount 
of capital in that industry which is returning nothing in the form of 
dividends. If a reasonable return of 12 percent is considered for that 
estimated capital of 30 billion bolivars in 1979, it becomes obvious 
that the amount received for liquidated petroleum assets is reduced even 
more. Thus the treesury's share per barrel decreases by 4.05 bolivars 
to 38.90 bolivars per barrel, which only represents 581.1 percent of the 
total revenues received, tar from the 78.64 percent it represented in 
1975 and the 85.31 percent in 1974. 


The increase in proved reserves to 18,555,000,000 barrels in 1979, 
at a rate of 1.5 percent over the remaining reserves (18,272,000,000 
barrels) in 1978, is lower than the increase in petroleum production 
(8.8 percent), which makes their theoretical lifetime decrease from 
23.3 years in 1978 to 21.5 years in 1979. 











Total Revenues, Treasury Share and 
National Petroleum Revenues 
(millions of dollars) 


1974 1975 1976 197 1978 1979 

Overall Revenue (IG) 11,086 9,040 9,245 9,749 9,352 13,896 
Revenue § 1973 9,500 6,869 6,622 6,504 5,82) 8,018 
Treasury Share (PF) 9,457 7,109 6,91/ 6,306 5,887 8,912 
Treasury Share § 1973 8,104 5,402 4,955 4,207 3,668 5,143 
National Petroleum 

Revenue (IPN) 9,501 7,129 7,804 8,130 7,340 11,649 
National Petroleum 

Revenue $ 1973 8,142 5,417 5,590 5,424 4,573 6,721 
Ratio PF/IG $ 1973 % 85.31 78.64 74.83 64.68 62.95 64,14 
Ratio IPN/IG 

$ 1973 % 85.70 78.86 84.42 83.39 78.48 83,82 
Revenue per Barrel 

§ 1973 8.50 7.77 7.63 7.70 7.17 9.03 
Treasury Share per 

Barrel $ 1973 7.25 6.11 5.7] 4,98 4.5) 5.79 
National Petroleum 

Revenue per Barrel 

§ 1973 7.28 6.13 6.44 6.42 5.62 7.57 


Accelerated Waste of a Nonrenewable Resource in Achieving Poor Results 
The aggravated petroleum picture of Venezuela in which production of 
petroleum is forced and is brought dangerously near ‘maximum peak 
capacity;" in which astronomic investments are made for the renovation 
and recovery of the industry; in which there is an increase in its ex- 
penses and costs of operation; in which subsidies for domestic consumption 
and liquid assets of the PDVSA are increased and in which large sums of 
money are transferred to finance the state budget (29.1 percent more in 
1979 than in 1978), would not be complete if the results of the applica- 
tion of these petroleum fiscal resources in the various sectors of the 
life of the country are not considered, The shortcomings and the low 
buying power of the bolivar spent by the state sector are so well-known 
that there is the danger that what is said today is nothing but a 
repetition of what was said so many times for years. 


But we do not want to let something inherent to the education sector, 
which the newspapers emphasized just a few days ago, to go unnoticed. 
There is a national consensus to consider this a priority sector in the 
tasks of development because of its contribution to the training and 
qualification of the human resource. This sector has been recently 
evaluated in fair terms and for once and for all when the distribution 
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of the average grades was wade known tor the 99,192 nigheachool graduates 
preregistered tor entrance tnto the universities and higher education 
inatitutes of the country. It has just been learned that 6.2 percent of 
those candidates had grades of 10 points; 43.7 percent had 11] pointe; 
25.5 percent, 12 points; only 1.8 percent had 16 to 17 points; 2.8 per 


thousand had 18 polnte and 3.2 per 10,000 had grades of 19 to 20 points. 
This means that the tigures reveal a tragic reality: three-fourths (/5.4 
percent) ' those graduated in the last classes from the inetitutes of 
wecondary education have done go with average grades of less than 12 

poin ind only 6.4 percent (6,356 students) had grades of 15 and more 
points They are the ones who will ewell the ranke of univereity 
students, and with the school performance which characterizes this level 
of studies, only 10 out of each 100 of them will manage to obtain a 
degree. It could be gaid, therefore, in general terms, that university 
graduates are the 10 percent of those who have the highest grades in high 
school. In view of thie evaluation, teaching authorities, teachers, 


protessors and students, are suspect to a great degree within an 
educational system, which because of its dizzying growth in recent years, 
in only the state sector and not including the private educational 
ineatitutes, now absorbs more than one-fourth of petroleum fiscal 
revenues. 


With respect to other priority development areas within the framework of 
human resources, we ask ourselves: Are the results in health and social 
security less traumatizing? It is well known that demands for health 
care are not fully attended to due to the shortcomings in the structures 
of the health sector, despite the fact that the state resources allo- 
cated to that purpose can be described as sufficient. 


The country has a reasonable number of beds per 1,000 inhabitants (3.2) 
but shortcomings in performing the functions of primary attention 
(external examinations and preventive medicine) in the rural health 
facilities, whose officials as a rule are absent, and in the dispensa- 
ries, almost always under the supervision of nurses aides, and in the 
ambulatory installations, which sometimes cannot make complete diag- 
noses, cause the second level (state hospitals and health centers) 

to function inadequately. Health centers rarely function fully with four 
basic services (obstetrics, pediatry, medicine and surgery) because they 
do not have the human resources or the necessary equipment. All this 
causes a chain reaction which affects the tertiary level (regional 

and university hospitals), making them function in the midst of over- 
crowding, with an excessive demand, and a use of beds which could be 
more rational. 
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These statements on the poor results obtained through the onrestrained 
use of the petroleum resources are closely linked with the recent 
atatement by Dr Hernen Quijada: "The burden of almost one-fourth of the 
population with ailments which prevent them from making a suitable 
contribution, curbs any productive process even when the biggest budget 
is available." (EL NACIONAL, 12-2-80, page A-4). 


The Cost of Living is Asphixiating 


Unfortunately for a good number of Venezuelans, the previously described 
economic facts do not emphasize the significance of the case, despite 
their being the reasons for concern today to the point of obsession: 

the rise in the cost of living (inflation). It could be said that it is 
a mandatory subject of conversation in the various groups of the popula- 
tion of the country, who with great anguish try to find an explanation 
as to what is asphixiating them. For them one thing is certain: their 
income buys less every day and they do not link it to the situations 
which give rise to the problem, among which are the balance of payments, 
greater state spending, money supply, overall supply and demand and 
prices. The question on the streets is: If the price of petroleum keeps 
going up and up, why is this not reflected in the collective welfare? 

A great harm has been done to the population by making them believe that 
Venezuelan oil is now selling for $28 per barrel, without explaining 
that the price refers to petroleum which is the equivalent of light 

Arab benchmark oil (34 API). It corresponds to a light crude, which the 
experts call "Lago Medio" and in the industry is known as the "tender- 
loin" of world crudes; it is fine and there is iittle of it. It is made 
up of the Lago," "Lamar" and "Lama" crudes with an average rating of 33.1 
API, therefore, they are not representative of Venezuelan crudes since 
its production is of an average gravity of API 25. Moreover, the impor- 
tant thing that counts is not the announced price, which has been re- 
vealed to public opinion, but the price actually obtained by means of 
supply contracts which include the "discounts," today euphemistically 
called "adjustments." The same situation as existed in 1977 when 
deficits were called "gaps." 


Nineteen seventy-nine was too short for all the announcements of the 
various anti-inflation theories the government would follow to halt 

the rise in prices. The most recent theory in that respect is contained 
in the justification for the 1980 Budget Plan. It is indicated as the 
appropriate measure "to keep prices from rising as a result of our 
relative price policy...restriction on public spending and on liquidity.. 
because they decrease pressure on overall domestic demand and, therefore, 
on the general rise in prices." For this purpose it is reiterated that 
"the government needs to discipline its spending in the preparation of 
the budget as well as in its execution." In keeping with this, ‘+ is 
also said that in 1980 this trend (acceptable economic growth) would be 
due in good part to the state spending policy to be implemented this 

year and which is "characterized by its moderation and balance” (page 


9 





[1-15). On analyzing the fiscal results of 1979, we alread ted what 
ls being done contrary to that in public spending and we reca-: the 
recent statements by Ministry of Finance authorities and by the 
eecretary general of the government party: "Public spending continues 
to be very great...This causes us concern, That is why we believe it 
suitable to call for reflexion on the purpose for which the additional 
fiscal resources that are going to be obtained as a result of the rise 
in the price of petroleum are going to be used."' (EL NACIONAL, 7-2-80, 
page Del). This could be interpreted as being the same thing as an 
invitation to increase public spending even more. 


Also incorporated into the collection of statements issued "with 
enthustasm'=--as the newspaper that carried them describes them--are those 
made very recently by the minister of foreign affairs: "This is not 

a matter of a wish but a reality. The foundations for economic recovery, 
as stipulated by the official sector, are based primarily on the fact 
that we are going to receive resources deriving from our petroleum ex- 
ports which are much higher than those estimated in the budget. This 
will allow the application of those resources to important programs and 
to attend to priorities the government has established." At that time 
he made a New Year's resolution that "we shall exchange the tendency of 
‘the greater the revenue, the greater the waste,' something accepted 

in the country as something traditional, for the opposite tendency: 
"the greater the revenue, the greater the austerity.’ " (EL NACIONAL 
28-1-80, page D-1). As another demonstration that actions do not follow 
theoretical statements and government promises, we must point to the 
extraordinary meeting of the Council of Ministers last Sunday, 10 
February, to hastily approve the package of an additional one billion 
bolivars for the agricultural sector. This is not a matter of new 
programs but rather those already existing. The agricultural sector 
already has allocations in the Budget Law put into effect a scant 55 
days ago. Therefore, there is no urgency, and such haste is not in 
keeping with the" moderation and balance" preached a short time ago, nor 
with the "great discipline in public spending," nor much less do they 
"make up part of an integral package," as was requested in the recent 
statements by the secretary general of the government party. Thus, the 
tragic situation described in dramatic terms in the justification for 
the 1980 Budget Plan as to what happened in the previous 5-year period 
is being maintained: "The substantial and unprecedented increase in 
the ordinary revenues of the state...has been absorbed...by an uncon- 
trolled increase in the current expenditures of the central and 
decentralized administration." (page III-A-10). 


Because it has suffered this, public opinion shares the opinion of the 
Economic Office expressed at the end of 1979: "In matters of prices, it 
is necessary to recognize that there hes been an increase in them 
exceeding the expectations which in that respect were taken into 
consideration at the time of designing and implementing the policy on 
prices," but it does not accept the other which states that "there has 





been 4 rapid entry into 4 phase of coriection of dlatertionse in the price 
system and ite favorable results will be noted during the course of 
1980." Im thie respect, a member of that office, the minieter of 
finance himself, publicly admitted that inflation in 1980 will exceed 
that recorded in the previous year because it wae learned that atudtes 
by private offices estimate it will be over 25 percent. During January, 
the cost-of-living index usually drops, remaine the same or increases 
slightly to rates of around .3 percent. Preliminary estimates for 
January 19860 indicate that it hae risen quickly. Thies te @ highly 
significant fact, which could be considered ae the firat indication of 
the effect of higher wages and salaries at the consumer level, 


in their end of year etatement, the miniatere reaponatble for the progress 
of the economy of the country acknowledge ‘an increase of 1/.4 percent 
for the October 1978-October 1979 period." However, their supposition 
that “a decline in the rate of increase ie already noted...a tendency 
which te aleo hinted for December, to judge by the weekly indicators of 
prices on hand up to date,” did not hold true, and 1979 ended with an 
increase of 20.5 percent in the coset of living, large: than that forecast 
by official authorities. Weighing heavily in thie increase was the 
increase in food, beverages and tobacco (34.4 percent), items which 
affect low-income family budgets the most, as well as increases in cloth- 
ing and footwear (40.2 percent). 


An Economy for the Poor Rich 


Thus we come to the marrow of the present economic policy determined 

by the effect of variations in the cost of living on the distribution 

of revenues. When the purchasing power of the lower income groups is 
affected the most, the regressive picture which has been shown by income 
distribution in Venezuela in recent years deteriorates even rore. 
Research on the subject shows that between 1966 and 1975 income con- 
centration in a small group of the population increased: while in 1966 
the wealthiest five percent of the population had a share of the pie of 
19.1 percent, in 1975 that share increased to 25.8 percent and at the 
other end, the poorest 20 percent of the population barely managed to 
acratch out a living with a share of only 4.4 percent in 1966 which fell 
to 3.6 percent in 1975, creating a greater gap between the groups at 

the two ends; from 31.3 to 56.7 times as great in 1975. The gap 
between the rich and the poor continues to grow more and more! 


In 1980 the slight favorable changes in income distribution through the 
application of the General Law on Wage increases, Salaries, Minimum 


Wage, Retirement, Old-Age Pensions, Handicapped and Death, recently 
elaced in effect, were diluted within a few months because of the effects 
of the law iteelf, which tncreased the cost of living (14 percent). 


* 


is is added the natural rise in prices (8 percent) and the effect 
of speculation (how much percent’), a loss of 26.5 percent, which on 
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Keeping in mind the fore ng on the greatest concentration in recent 
ears of the diaetribi n income, resulting in great percentage from 
the exploitation of our underground wealth which belongs to all 
Venezuelane equally, the following thoughts of Dr Juan Pablo Perez 
Alfonzo, contained in hie last teaching class on October 1978 are 
repeated 


The daring and real courage demanded from Venezuelan politicians and 
leaders is that of not allowing themselves to be swept along by the 
powerful forces of those interested in benefitting themselves quickly 
from the enormous perishable wealth of the nation. Those who are driven 
by those greedy forces and have tried to do violence to development, 


show their obvious inability to learn from our own experience. 











"if we had not allowed ourselves to be driven by the petroleum craze, 

our situation would be much firmer and hopeful than it te today. We would 
have maintained a policy of decreasing our dependency on petroleum and 

we would not be in the distreas of having to wale for the Tar Sanda to 
give ue new hope because we would have much more conventional petroleum 
available and much lesa urgency to sell it. Because of the way we have 
allowed things to happen, independence from petroleum will come to us 

by the force of circumstances and under very difficult conditions in 
overcoming the difficulties brought about by our negligence. 


“Like the president of the republic, the political parties and other 
leadership groups have not learned how to recognize the abundant proof 


of economic indigestion suffered by Venezuela for many years before the 
1974 boom. Our traditional tendency for games of chance and an unfounded 
trust in luck appear to keep a blindfold over the eves of everyone, pre- 
venting them from seeing how the only sure way to go is dedication to the 
hard work of solidly improving the miserable social and economic lot of 
the Venezueieus. On the contrary, they are pleased to imagine that money 


can do everything and they constantly build castles on the quicksand 

of that fallacy, as always, counting their chickens before they are 
hatched. With our experience, which goes back to the selfish develop- 
mentaliem of Guzman Blanco with ite illusory railroads, which never 
operated economically because they were not planned with good sense and 
care to avoid falling into the clutches of foreign exploitation, with all 
that suffering that culminated with the 1902 blockade, it is inexplic- 


able how after finally finding the ‘El Dorado’ of petroleum, we have 
learned nothing from the past. Perhaps even more inexplicable is the 
fact that not even the experience of the waste o! ir petroleum wealth 
prior to 1974 serves to prevent us from falling the top of the new 


mountain of gold obtained under the aegis of OPF 


"Undoubtedly the greatest responsibility falls upon the chief of state 
and his government. However, it cannot be denied either that tt also 
belongs partly to the influential groups of the nation. There are few 
exceptions of those who shared my firm and reasoned conviction that 
state spending should only increase in an orderly and limited fashion. 
fhe idea carries with it the maintenance of an inflexible ceiling for 
pert: oleum revenues for the purpose of effecting a correction of the 
economic distortions of the country, an economy which is very vulnerable 
in every respect. Criticism by the opponents of the government was 
always directed exclusively at the poor management and ineffectiveness 
of that spending, presupposing that others could have done it better. 
They never went to the heart of the question: That no one would have 
been able to obtain favorable results from the unbridled growth of 
revenues not collected from normal economic activities of the nation. 
All of them still let themselves be swayed by the false illusion of 
the petroleum crop, without guarding against the irrational growth of 
public spending, which would have been similar to the one which has 
brought us to the present situation.” (Magazine RESUMEN No 258, 

Vol XXI, 15-10-1978). 








Oll Analyetle Criticized 
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[Article by Guatavo Coronel, alternate member of the PETROVEN Board of 
Directors and, prior to nationalization, a Shell O11 Company Employee: 
"A Debatable Petroleum Analyeie by Ivan Pulido Mora") 

'Text| Economist Ivan Pulido Mora published an ex- 


tenaive analyete in the magazine RESUMEN No 330 dated 
2=-3-80, on the Venezuelan economy titled "The Taste 

of Truth, Mr President” in which he harehly criticizes 
the econom'c administration of the present government 
and Linke all the social and economic problems of 

the country Lo an alleged negative or eroded situation 
in the petroleum sector. It is to that portion of the 
Pulido Mora analysis dealing with the petroleum sector 
that we would like to address ourselves since the 
other portion--that on the country in general--1is 
outeide our ken as petroleum workers. 


ivan Pulido Mora has inherited much of the genuine anguish concerning 
the proper deetination of state soney which characterized the life of 
luan Pablo Perez Alfonzo. Unfortunately, however, he also appears to 
have inherited much of the visceral antipathy against petroleum and 

the petroleum sector, which marked the final years of the recently- 
deceased distinguished Venezuelan. The placing of blame for all the 
national ills on petroleum and not on the use made of petroleum money 
is usual among many of our public men, and although Pulido Mora correctly 
emphasizes the poor utilization of petroleum revenues, he cannot resist 
the temptation to suggest that the present petroleum industry is less 
efficient, less productive, more costly, and, in short, not as good as 
before. 


The Pulido Mora petroleum analysis essentially contains some 13 points, 
some with some truth, some half-truths, and many completely untrue. 


Point One 


"Venezuelan economy became more dependent on petroleum in 1979." 
Complecely true, although Pulido Mora omits saying that the nonpetroleum 
Gross National Product is growing at a rate of six percent, which is 
very significant. It is undeniable that Venezuela today is a 
petroleum-producing country as never before. 








Point Two 


"Everything te the result of a ‘minor etal | tioned openly, 
much less explained, to public opinion, re pt | nh, more 
exporte, better prices, 


Completely untrue. The great production during 19/9, the great exportea 
resulting from that great production and the bi prices prevalling 
during the year are of complete public knowledge We doubt that there is 
any country in the world in which petroleum production, prices ane 
amounts of exports, receive go much espace in the news media ase tn 
Venezuela. We could say, rather, that the abundance of tnformation at 
times leads to the indigestion of the people and even of analyete of the 


very high caliber of Pulido Mora. 


Point Three 


Discussion on prices attempted by Pulido Mor | lidactic and has 
some very valid points, although aleo very superficial. We believe that 
actually the dramatic improvement in petroleum pric: ar from being 
attributable to the efforts of our local politicians or: r government, 
although we must admit that Venezuela has made good use, sensible use, 


of the favorable conditions of the internat tor arket he guardian 


; 


angel of Venezuela truly speaks more Pere! 


What is undeniable and not mentioned by Pulido Mora ts that the sale 
of Venezuelan petroleum in 1979 has been accompitehed by making use of 
the favorable conditions of international markete | tablish a long- 
range sales policy for our heavy high Lfut eum. We 
have not used the situation to go speculate ‘ market of 
Rotterdam. The goal of our petroleum pol! ig-range reliability 
because that is the characteristic which {fn th im run will pay us 


the beset dividends. 
Point Four 


"Nineteen seventy-nine is the year of greatest irresponsibility...when 
production is forced to 2,356,362 barrels per day.” 

Unfair and untrue. Production for 1979 has not been "irresponsible." 

It has been the result of a consensus among different entities in the 
petroleum sector. The minister of energy and mines has repeated on many 
occasions tha. the figure of 2.2 million barrels per day is not "taboo" 
and that it is in ‘response to no technical critertior we would acd 
that it must not be considered a quasi-religious doctrine, which is the 
character some analysts try to give it. 








, ct ercel tential for preestablished 


me le ia pol ' nomi lecisitone rather than a technical 
, becauar roduction at percen | potential, the latter deltined 
, x ’ ipac it after abiding by all technical regulations 
pplicable r each well, cannot harm those wells. What ite really 
may tha he production of 2,356, 36< 
, | iwas an irres ible act, aa Pulido Mora hae 
. ict ibove the estabilished goal...which a6 @ 


suidel ime . A ®atabiisahed Sv tne minister of enerery and mines 


e . his ise a tiresome and untair doctrine of sectors 
alien °¢ the petroleum sector pursuant to which the petroleum industry 
lolates the guidelines established by the Ministry of Energy and Mines 


with impunit There is nothing the industry does that does not have 
to have the technical approval of the Ministry of Energy and Mines, 
the representative of the stockholder. We believe it is necessary to 
yay that ¢t suggest the contrary is even in bad taste and shows a lack 
ff knowledge of the mechanisms used for making decisions prevailing in 
the petroleum sector. The country must know for once and for all that 


when production rises, it rises with the approval of the national 
executive branch and not behind its vack. 


With respect to the increase in production, Pulido Mora adds: ‘The 
increase in the waste of natural gas, which is produced together with 
petroleum, and is released into the atmosphere because it cannot be 
processed by existing installations...Now, in 1979, figures indicate that 


y* 

the amount of gas released into the atmosphere will increase by 10 
ercent "" 

Essentially untrue. The increase in crude production, which took place 


in 1979 above the sacred figure of 2.2 million barrels per day, has 

»een almost exclusively at the expense of heavy and extraheavy 
petroleum, whose production had been discontinued and which by 
jefinition had a very low gas to petroleum ratio. In more simple terms, 
the tncrease in the production of crudes has not meant a significantly 





gas. 


re r, r present oilttelds are short on gas for injection, there- 
re, it ts tncorrect to say that the additionally produced gas (if 
there is som innot be processed or injected. 





Potnt Seven 


"The increase in costes and spending in operations of the indusetry ex 
ceeds the increase in 1979 petroleum production and therefore the coat 
per barrel rises to 10,83 bolivars." 


Obecure and Confused, Above we quoted what Pulido Mora waid verbatim 

in EL NACIONAL. Do you understand it’? We do not underetand how the 
increase in costes and expenses (bolivars) can exceed the increase in 
production of petroleum (barrels). That is adding apples and oranges. 

If what Pulido Mora wishes to say is that the increase in costes and 
expenses of the industry is greater than the additional revenues obtained 
by rising prices, that is also untrue. Pulido Mora seems to epeak of 


costs in 1979 bolivare and revenues in 1973 bolivars, and it seems to us 
that such comparison is not very orthodox even in Venezuela. We either 
speak of 1973 bolivars or 1979 bolivars but we do not mix the two 
concepts because then it will really become true that no analysis can be 
reliable. In any case, it seeme clear that petroleum revenues by far 


exceed the increases in the costes per barrel produced. 
Point Eight 


"The subsidy for domestic consumption increases and the nationalized 
petroleum industry ceases to receive the difference between the 
international price received for petroleum byproducte and their domestic 
price." 


Completely true. The difference between the sale price of products on 
the international market and the domestic market is already so great 
that not only are we selling below production costs (a serious error) 
but the country is not receiving large amounts of revenue from domestic 
sales. The solution is, of course, the raising of the per barrel price 
on the domestic market. As Pulido Mora knows very well, that measure 
would be so terribly unpopular that our governments would think twice 
before adopting it. 


Point Nine 


“Before 1976 the fiscal share of the petroleum sector represented 
percentages above 79 percent of total received revenues. As of that 
year, its contributions (those of the petroleum industry) to the 
government declined under of the pretext of renovation and recovery of 
the industry.” 


Untrue and unfair. Contrary to the percentage subtleties, to which some 
economists appear to be particularly addicted, the truth is that the 
nationalized petroleum industry has had an excellent financial history. 
Fiscal receipts for 1979, mentioned by Pulido Mora himself, will be some 
5/7 bolivars per barrel, compared to 30.58 bolivars per barrel in 

1974. While it is true that a 1979 bolivar is not ae strong as a bolivar 





in 1974, it te aleo true that such difference should also establish 
itcwelf in expenditurea (costes and investments) of the industry. As we 
said before, the two concepts cannot be mixed for purposes of making 

an analyels easter because such a concept wresets all credibility from an 


analvala. 


it is untalr to suggest that government revenues decreased “because of 
the pretext of renovation and recovery of the tnduetry.” In a country 
which has misspent so many millions of bolivars, it seems unreasonable 
that investments and operation costs destined to guarantee the continued 
capability to generate revenues by the petroleum industry can be defined 
as Pulido Mora does, as “pretexts." What Pulido Mora calls "pretexts" we 
define as "needs." Perhape the reader would like to see some specific 
examples: 


Accelerated exploration activity. 

incremental efforts in repairing wells and developmental drilling. 
Changes in refining patterns. 

Modernization of the oil fleet and domestic market installations. 


We leave it up to the judgement of the reader to establish whether these 
investments are pretexts or needs. 


Point 10 


"The theoretical lifetime of proved reserves decreased from 23.3 years 
in 1978 to 21.5 years in 1979." 


Academically true but in practice irrelevant. The concept of proved 
reserves current in Venezuela is very conservative and is certainly 
not the same one used in the United States, which is given in terms 

f two parameters: economic feasibility and certainty factor. Our 
proved and semiproved reserves would be on the order of 50 billion barrels 
and would have a theoretical lifetime of some 60 years. 


What is truly important, however, is that Venezuela has hydrocarbon 
reserves and resources that together will provide us more than 200 years 
of petroleum production at the present rate or will allow us to increase 
production in the medium term if it were necessary and desirable. There- 
fore, the figures by Pulido Mora should not be the object of concern 

and it is unfortunate that EL NACIONAL gave them prominence in the 
subtitles because they have very little relevance. 


“The aggravated petroleum picture in which production is forced... 
astronomical investments are made...with an increase in its costs and 


peration expenses... 





Exaggerated. If there is one sector in Venezuela which te not doing 


badly, it is the petroleum sector. Obviously it requires large amounte 
of expenditures and it is well that thie ie clearly understood, Each 
deep exploratory well costs between 15 and 40 militon bolivars; a steam 


injection plant of the M-6 type costes at least 500 million bolivare and 
a 35,000-ton tanker costs some 65 million bolivare. If these and 

other expenditures are not made, the industry would not be able to 
maintain its capability to produce revenues. Pulido Mora'’s concern 
should be concentrated=--as he does correctly further on in his analyseis~- 
on "the low buying power of the bolivar spent by the state sector,” and 
allow the petroleum sector make its expenditures, all of which are very 
profitable and given priority by the home office. 


Point 12 


Speaking of Venezuelan petroleum prices, Pulido Mora mentions that "Great 
harm has been done to the population by making them believe that the 
price of Venezuelan petroleum is already $28 per barrel." Further on he 
adds: "What counts is not the announced prices, which have been revealed 
to public opinion, but those actually obtained through supply contracts 
which include discounts, today euphemistically called readjustments." 


Unfair and mistaken. In the first place, no one is making the Venezuelan 
people believe that the price of Venezuelan petroleum is $28 per barrel. 
When the industry mentions such a figure it is always added, as Pulido 
Mora does in his analysis, that this represents a price which refers to 
light Arab benchmark crude. Whoever reads the Venezuelan Petroleum 
Annual Report will be able to see that the average prices of exported 
petroleum are clearly mentioned there. They have climbed from $12.5 

in 1977 to $18 in 1979. The petroleum sector has never said anything 
other than this and the unfair sentiments on this subject created 

in some circles of opinion of the country is due more to improper reading 
than anything else. 


In the second place, the assertion by Pulido Mora that Venezuela does 
not sell its petroleum at announced prices but at a discount is not 
true. Venezuela has been selling its petroleum at announced prices 

or above announced prices, with premiums linked to the properties of 
each crude which sometimes reach up to $3 per barrel above the announced 
price. This is possible because of the favorable conditions of the 
market. If the market deteriorates in the future, that deterioration 
will inevitably be reflected in the announced prices, since our petroleum 
has to compete with others. To speak of discounts at this time is a 
mistake but it is also mistaken to believe that customers can always be 
forced to buy petroleum at the price one desires. 





Potnt 13 


The table that [van Pulido Mora shows at the end of his analyeis has 
important omisstone which would clarify the analysis. For example, 

it shows there that the treasury share in 1974 was 9,457,000,000 bolivars 
compared to a share of 8,912,000,000 bolivars in 1979 The obvious 
conclusion is that the share has dropped, but Pulido Mora forgets to 


mention that 2,976,000,000 barrels per day were produced, which means 
a trifling 600,000 barrels per day more than in 1979. Therefore, the 
conclusion ia opposite to the one suggested by Pulido Mora, since the 


fiscal share per barrel produced in 1979 is greater than that obtained 
in 1974, 


In a like manner, the decline in revenues to constant values of 1973, 
should be accompanied by a List of expenses and costs at similarly 
constant values. Then perhaps we could compare the income/outgo racio 
with greater objectivity. 


Therefore, the petroleum analysis by ivan Pulido Mora presents many 
obscure points, others of doubtful validity and some which are clearly 
distortions. The good faith of Pulido Mora is obvious and is not in 
doubt. However, we believe that his analysis loses strength in the 
degree that it confuses the reader on the gubject of petroleum. 


Energy Ministry Answers Criticism 
Caracas RESUMEN in Spanish 9 Mar 80 pp 30-32 


[Text] This report, poseibly written by Minister 
Calderon Berti himself and some of the experts of the 
ministry, among whom would be Arevalo Guzman Reyes, 
refutes the statements and conclusions on petroleum 
made by Dr Pulido Mora in the previous edition of 
RESUMEN. 


With respect to the press article published by RESUMEN in its edition 
No 330 in which allusion is made to various changes in petroleum prices 
during 1979, it must be made clear that the OPEC Petroleum Ministers 
Meeting was held in Abu Dhabi on 16 and 17 December 1978 and not in 
Geneva as is stated in that article. At that time the following 
resolution was adopted on petroleum prices: "The Conference reviewed 
the report of the Economic Commission and observed with great concern 
the high rate of inflation and depreciation of the dollar sustained 
during the past 2 years and therefore, the substantial erosion in 
petroleum revenues of the member countries and the adverse effects on 
their economic and social development. However, in order to help 

the growth of world economy and also to support the efforts tending to 
strengthen the American dollar and reduce inflationary rates, the 
conference decided to only partially correct the price of petroleum 
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by an average of 10 percent in 1979. However, as a gesture of good 
will, the conference decided that those adjustments would be made in 
quarterly and cumulative steps: 


5.000 percent on 1l-1-79 
3,809 percent on 1-4-79 
2.294 percent on 1-77-79 
2.691 percent on 1-10-79 " 


These prices would place the price of light Arab benchmark crude of 
APT 34 at the following levels: 


From $12.7 per barrel on 31-12-78 to 
$13.335 per barrel on 1-1-79 
$13.843 per barrel on 1-4-79 
$14.16] per barrel on 1-7-79 
$14.542 per barrel on 1-10-79 


As can be seen, these increases would never make the price of benchmark 
petroleum rise to $24 per barrel in the last quarter of 1979, as is 
stated in the aforementioned press article. 


The application of this resolution, in the case of Venezuela, caused the 
price to change from $12.24 per barrel at the end of 1978 to an average 
of $12.87 per barrel in the first quarter of 1979. Subsequently, on 

26 and 27 March 1979, OPEC agreed on the following in Geneva: 


"Despite the great differences existing between prices prevailing on 

the open market and OPEC official prices, the conference decided to make 
a moderate adjustment in the price, making the adjustments agreed upon 
at the Abu Dhabi Conference of December 1978 retroactive to 1-4-79, 

This adjustment would place the price of benchmark crude at $14.546 per 
barrel as of 1-4-79. In addition to the aforementioned adjustment, each 
member country could add to its price a market premium in keeping with 
its own circumstances." 


In the case of Venezuela, this adjustment resulted in an average price 
of approximately $14.89 per barrel. 


Around the middle of May, as a result of the visit by the minister of 
energy and mines to the countries of the Middle East, Venezuela decided 
to increase the market premium for light and medium crudes by $.60 per 
barrel, raising the premium from $1.20 per barrel, in existence since 
1-4-79, to $1.80 per barrel effective as of 15-5-79. In this cage, the 
resulting average price for Venezuela was $15.36 per barrel. Subsequently, 
in the conference held in Geneva between 26 and 28 June, it was decided 

to do the following in the matter of prices: 
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"The conference expressed its great concern over the continuing abnormal 
conditions prevailing on the international petroleum market, where demand 
has continued to be a source of pressure on the price structure, resulting 
in several phenomenons which generate difficulties for the producers as 
well as for the consumers, particularly the developing countries. The 


conference once more asks the main industrialized countries to control 
thelr overall demand, whether it be for consumption or for stockpiling, 
so that the adverse effects on the present situation of the market can 
be prevented. The conference also warns the petroleum companies on the 


{rresponsible way in which they have taken advantage of the situation 

to obtain exaggerated profits and it asks them to play a more constructive 
role with respect to the guarantee of supplies to the developing countries 
and prevention of price speculation." 


In an effort to stabilize the market, the conference approved the 
following: 
"1. Adjust the price of benchmark crude from the present price of 
$14.54 per barrel to $18 per barrel. 

2. Allow the member countries to add a maximum market premium of 
$2 per barrel to the price of their crude above their normal differential, 
provided that this market premium is necessary because of market condi- 
tions. 

3. The maximum price shall not exceed $23.50 per barrel, regardless 
of the quality, geographical advantage or the market premium." 


With these price agreements, the resulting average price for Venezuela 
was $18.03 per barrel. 


Subsequently, Venezuela, because of the prevailing conditions of the 
market, decided to adjust its announced prices, increasing them by an 
average of $.53 per barrel as of 1-10-79, when they averaged $18.56 
per barrel. 


Finally, on 14-12-79, the Executive Branch, through the offices of the 
Ministry of Energy and Mines, once more decided to modify announced 
prices, the average price going from $18.56 per barrel to $22.38 per 
barrel, an average increase of $3.82 per barrel. 


All these increases during the course of 1979, together with those 

of residual fuel and other products which are changed every month, 
resulted in an average price for the year of approximately $17.55 per 
barrel, which compared with the average of $12.24 per barrel at the end 
of 1978 meant an increase of 43.38 percent. 





It must be pointed out that this sales price is an average of the total 
of Venezuelan crudes and byproduct exports, the average specific gravity 
in the case of the crudes being 24 API due to the large share of crudes 
with gravities below 30 API. This means that the great diversity of 
Venezuelan crudes provides our export structure with certain differences 
with respect to the light Arab benchmark crude of 34 API, 


Such differences result from the existence of crudes with higher or 
lower gravities than that of the benchmark crude, which obviously are 
reflected by the differences in prices with respect to this crude used 
as a reference point on which the system of prices for Venezuelan export 
crudes is based. 


In the Venezuelan case, adjustments in announced prices of some repre- 
sentative crudes have been the following: 


Price on Price on Percentage 
Crude API Rating 31-12-78 31-12-79 Increase 
Lago Liviano 41 14.35 28.00 95.12 
Oficina 34 13.99 26.75 91.21 
T.J. Mediano 24 12.39 22.93 85.07 
Bachaquero 17 11.38 20.50 80.14 


National Share 


With respect to the national share in the petroleum industry, it is 
contained in two large items: the treasury share consisting mainly 

of income tax and royalties, and the business share in turn consisting 
of net profits and legal contributions to PDVSA. Both shares have 
traditionally been called national petroleum revenues, which under the 
concessionaire system was only the equivalent of the treasury share 
because the CVP [Venezuelan Petroleum Corporation] received relatively 
insignificant profits by comparison with the treasury share. On the 
other hand, the profits of the multinationals were remitted to their 
home offices. 


Now, with the nationalized industry, both shares belong to the nation. 
Its share in 1979, according to preliminary figures, was 83.87 percent 

of the total of revenues obtained by the industry in 1979. This provides 
a national petroleum revenue of 56.03 bolivars per barrel produced, for 

a treasury share of 42.79 bolivars per barrel and 13.51 bolivars per 
barrel for the business share. For 1978, those ratios were 78.48 

percent of the total revenues of the industry: 38.64 bolivars per barrel 
of national revenues, a per unit treasury share of 30.99 bolivars per 
barrel and 7.65 bolivars per barrel for the PDVSA. 





Status of Production Potential, Levels of Production and Utilization of 
Natural Gas 


Production Potential of Petroleum 


With respect to petroleum production potential, it 16 worth noting that 
by December 1979 production was 2,424,000 barrels per day, which when 
compared with the potential of December of the previous year, shows a 
decline of 19,400 barrels per day, the equivalent of a decline of ./79 
percent, 


On the other hand, this year an attempt will be made to maintain that 
potential at 2.4 million barrels per day, for which purpose the necessary 
efforts will be made in drilling outpost and development wells, as well 
as in reconditioning and servicing work on inactive wells. This means 
that the percentage of production with respect to potential, with a 
scheduled production of 2,222,000 barrels per day, will be 92.5 percent 
this year. Technically, and because of the concept maintained when 
calculating the figures of production potential, these levels do not harm 
the final recovery of the fields. Average petroleum production up to 

20 February 1980 is 2,248,000 barrels per day, representing a decrease of 
108,000 barrels per day if it is compared with average production in 
1979, which was the equivalent of 92.7 percent of the figure of production 
potential for December 1978, 


Production and Distribution of Natural Gas in Venezuela 
Period (1975-1979) 


(millions of cubic meters) 


Fuel and Released into 
Year Produced Injected vA other uses % the atmosphere 4% 
1975 38 ,000 20,968 55.2 12,748 33.5 4,284 11.3 
1976 37,135 20,500 55.2 13,587 36.6 3,048 8.2 
1977 37,512 19,855 52.9 14,829 39.6 2,828 7.5 
1978 34,842 17,821 51.2 14,729 42.2 2,292 6.6 
1979 36,943 18,317 49.6 16,298 44.1 2,328 6.3 








Gae Dietributton 


Thousands of Cubic Feet Daily 


Fuel and Released into the 
Year Produced Injected 2, other uses % atmosphere 4 
1975 1,676.60 2,025. 4 55.17 1,232.94 13,54 414,.9/ 11.29 
19758 4,371.20 l, 51.15 1,425.30 42.2/ 222.12 6.55 
1979 1,574. 36 1,772.23 49.58 1,576.89 44.12 225.24 6.30 
Production and Disetrib mn of Natural Gas 


Production of natural gas during the 1975-/9 period was maintained almost 
stable, with an annual average of 36,886,000,000 cubic meters. With 
respect to injected gas, the average annual percentage compared to the 
amount produced te 52.8 percent. On the other hand, under fuel and 

other uses, thw rease has gone from 12,748,000,000 cubic meters in 
1975 to 16,298,000,000 cubic meters in 1979, which represents an 
interannual increase of 710 million cubic meters. The gas released into 
the atmosphere has been decreasing in percentage as well as in volume, 
goine from 4,284,000,000 cubic meters in 1975 to 2,328,000,000 cubic 
meters in 1979, which represents 6.3 percent with respect to the total 
produced. It is to be noted that the use of gas economically recoverable 
is 98 percent of the total produced. 


As far as the Weekly Letter is concerned, it is well to point out that 
information was modified in that publication with respect to production 
levels in order to make it more understandable to the public reader, 
who is not familiar with the terminology of the petroleum industry, and 
on the other hand, to progressively reflect the effort made by the 
office to attain the average level of production scheduled for the 
present year. 











Production Potential 


December 1978 December 19/79 
Clans Thousands of bble Thousands of bbls 

daily x daily % 
Light 776.6 lL, 6860.3 28.1 
Med tum B62.2 45.3 694.7 28.7 
Hee 804.4 2.9 1,049.0 43.2 
Toral 2,443.4 2,424.0 
Average 1979 production 2,356,362 
Average production from 1-1-80 to 20-02-80 2,248,296 bbls/d 
Average reduction in production 108 , 066 
December potent ial 2,424,000 bbls/d 
Percentage of production 92.56 % 
1980 
Eatimated production 2,222,000 bbls/d 
Potential 2,400,000 bbls/d 
Percentage of production 92.56 % 
8908 
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